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DESCRIPTION OF THS ORGANIZATION OF THE 


MIVISTRY OF FINANCE AND THe POSTTION OF ZAKAT 


AND INCOME TAX DEPARTMENT 


CHAPTER I . 


Description of the orgenization of the 
Ministry of Minance and the Position of Zakat 
and Income Tax Department 


To write about the tax adainistration in my country, it seems quite 
necessary to give « brief idea about the administrative relationships which 
formulate and supervise the tax administration in general. As far as the 
tox administration in Seudi Arabia is concerned, such a brief description 
seems more important, because of the complicated administrative procedure 
followed in the Ministry of Finance, and because of the centralization of 
authority, which depend to a substantial extent upon integration of the 
work among ite chief offices. The various departments of the Ministry of 
Minence, including the Tax Department, refers in advance to the Ministry to 
get its approval on ite schemes and plane to be working and effective. 

The chief offices give the last decisions on problems arising in ite various 
departments. In other words, no substantial authority is left for the 
departments of the Ministry. ‘Therefore, and as a result of the centralization 
of authority and integration of the work among the departments and offices, such 
description is indispensable. 


Historically, the Ministry of Finance, due to a lack of well defined 
separation of powers in the government, controlled directly or indirectly 
all the internal activities of the government. ‘4t proved impossible for 
the Ministry to control or administer this miltiplicity of taska, consequently, 
to hendle the various activities, numerous finance offices were established 
in all partes of the country. 


In tine the Ministry of Vinanoe began to lose its privileged position, 
ond differenct ministries wore established to control certain government 
activities, Zach new Ministry has bean trying to transfer activities 
related to its own work from the Ministry of Finance to its own Ministry.. 
Practically and @bhnically speaking, the relative decline of the powor of 
the Ministry of Minance was very convenient. The social, politioal and 
economic development which hae taken place in the country require that 
adainistration and regulation should be diversified among several separate 
ministries, Ao a result, the Ministry of ?inance has been relieved of the 
taske which were not related to ire normal functions. In spite of the 
decentralization of the work of the Ministry of Finance, 1) These activitios 
will perhaps be transferred to the appropriate ministries when 
the ministries are established. To handle these diversified activities the 
Ministry of Tinance includes many incompatadle departments, sections and 
offices. 


Méministratively, the Ministry of Jinence consists of 2)! 
The Minister of Finance 
the Under Minister of Vinance 
two leputy Ministers of Tinance 
Tvo Assietent Deputy Ministers. 


It Yor example, public worke petroleum and industrial activities are still 
haniles by the Ministry of Finance 


2) According to the last amendment by His Majesty King Saud in 1962, but 
mony changes are expected to take place in the next few years to carry on 
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The Minister of Finance, Under Minister of Finance and the two Deputy 
Ministers have an absolute authority over all the departments, burceus ond 
offices of the Ministry of Finance, “hey are therefore legally responsible 
for the whole work of the Ministry. 


The Ageletant Deputy Ministers are responsible for different teoke. 
One ig responsible for monetary affairs, mineral end concession compenier, 
lebor control and constructive enterpriees, ‘The other Ascistont Deputy 
Mintater 1s responsible for economic affairs Wich chiefly consist of the 
control over locel industrial affaire and the international trade. 


Yooh Avsiotent Deputy Minister is cherged with the responsibility 
in hie specific field, If a problem involves the high policy of the Mintetry 
he ia expected to refer it to either of the Deputy Ministers, the Under 
Minteter or the Minister himself according to the importence of the problen. 


Since the Assistant Deputy Ministers have taeks which are very such 
related to the foreign e-mpanies they are physically located in Jidde, 
the monetary and the international trade center. 


In addition, the other activities handled by the Ministry of Munance 
ere organised wider nine chief depertments, each of whon handles specified 
taeke. 


The Mhrector General of the Hinistry of Munange supervises and controls 
the work of thece departnents under direct responsibility for the Deputy 
Ministers, The most important departments are « The Deportaont of the 
Genersl Revenue, the Treasury Department, the Accounting Department, the 
Eaployees Department, the Inspection Department and the Budget Deportnent. 


At thie point, again I would like to point out that centralisation 
choracterises the work in the Ministry of Yinance, The various departnents 
of the Ministry are responsible for the whole work of the government in 
addition to the work of the Ministry of Tinsnoe itself. Bach department 
handles the tasks from ite special standpoint. The Department of Maployees, 
for oxemple, ie responsible for the control on the whole structure of the 
governnontel employees and at the sume time {t controls end originates 
emloyors' lews, recruitment, vacations, sllovances, grades ani promotions. 
In the some way the Lepartment of Accounting is responsible for all govern- 
mental accounting, It also controle expenditures within the limite of the 
appropriations of the budget, with pre and post control in a very concentrated 
and complicated system, 


Mach depertmont is individually supervised by a general chief who is 
responsible for the work of his depertwent and who works under the Director 
Goneral, 

the office of the ldrector Genoral and the nine departments are locsted 
in the headquarter of the Ministry of Pinanoe in Mecca, 


Beside these high poute of the Ministry of Mnanos, there are aleo 
two other duportent positione viich ehould be nentionedt 


Deputy Mini ater Deputy Minieter Assiatent Deputy Minister 
Economical Affsirs 


Assistant Deputy Minister 
Mreetor Seneral Assietant Mreetor General 
Obrectar Gonernl Post «= Tox «= PALgrinage Custom 


Office Dept. Dept. Datbe 
Dept 
Monetary Constructive Potr. Min. Labor Feetories 
Affairs Enterprises & Corp. off. 
Mine Chief Deportments 27 Regional Mnance Offices 
1. Dept. of Genersl Roveme 1. Meces Finance Off. 11. Rabigl Fin. Off. zl. Yonfoda 
2. Dept. of Accounting Fin. Of 
3. Dept. of Treasury 2. Mad 12. dba 22. Jizan 
4. Department of Baployeee 3. Jidda 13. Onloj 23. Lheth 
5. Dept. of Budget 4. Medin 14. Wajh A. Jou 
6. lept. of Inspection 5. Taif 15. Ola 25. Goratat 
7. Dept. of Deposits 6. Ale-Aheo 16. Abha 26. Tadouk 
8. The Financial Couni ttee 7. Yaria 17. Dabran 27. Toiaa 
6. Hail 18. Najren 
9. Braida 19. Mesha 


10. Yunbu 2. vafier 
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the work of the Ministry of Mimence in the Ustrict of Al-Ahea. 


Tho other post ie the Assistant Director Generel, who ie raponsidle 
for the King's affaire in terae of finaneing the expenditures and securing 
Wis Majesty's ordere. He (s supervised directly by the leputy Kinistors 
and the Minister himself, ‘The Agsistent DMireetur Generel is located in 
Jidda, the central city for commerce, ote. in Seudi Arabia. 





There aro other activities, as mentioned sbove, which ave not technieally 


rolated to the work of the Ministry of Pinance but are mpervised and controlled 
ty it. These activities are organized into departments with administrative 
independence, but are under direct respongibility to the Ministry of 
Mnance. “he most importent departments of this category are! 

Telegraph and Post Office 

The Brordcasting epartuent 

Covernmentsl Press 

Covernnentel Paper 

Population Ceneus Yffices. 


Tach of these depertments has ite om director general who in rep oneible 

Ph its work. He in turn repyarte to the appropriate Deyty Minister of 
nenee. 

Some of those departuents might administratively be transferred 
to the recent established ministries. for exasplo, the Telegraph ond Post 
Office might ve transferred to the Ministry of Transportation and Commnie 
gation. Others might expand in accordance with the new development and the 
ganoral reform plon decreed by Hie Majesty Xing Saud, 80 that they might 
be reformed into an independent ainistry. 


Tho Dinanse Of ficos 


Ministry of Finance, te finance the governmental activities all over 
the country has esteblished twenty-seven field offices in the sost important 
cithes. Bach office handles the work arising in the eity dn whiah it is 
located and the villages around. ‘he sige of each office depends upon the 
activities required in sccordance with the population, the economie and 
finencial development and problexs of the city. 


The largo offices aro locoted in sities Like Megen, Rind, Jidéa and 
Medina. In the Mastern Mstrict, 4.e. the District of Al*Ahea, because 
of the tremendous economic development, there has beon established a head- 
quarter for the Ministry of Finance, supervising all the finance offices 
loceted in that dletrict. It ie onlled the Kendquerter of ‘inanse of 
pe and is headed by the Aesietent Deputy Minister of the Bostern 

strict. 


The other finange offlees ore considered wall, Bach of then is headed 
by « chief, who refers administratively to th 
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by 2 chief, vho refers administratively to the Deputy Miniater, 


At the outset, J wy Lie to point out thet it is not within the Limits 
of this paper to describe in deteil the work of the Mini ela af Hanon, ee 
ibe departments or t. Hoover, since the Zokeat and soy 4 
sant ia connected vith the eistadatratin procedure of the re of Hinence, 
{t seems necessary to draw the line of the procedure in the narrw lialts 
in order to illustrate the relationship existing between the Tex Tepartment 
ang the Mnietry of Finance, 


ALL the ten Wuroaus ani offloce of the Ministry of Yinonco, and 
all the other 6 addrese their megpages, letters ond inguirios either 
to the Minister of Finance or to the two ak Ministers. ‘There con be 

sent direatly to the hoadquerter of the Ministry of Finance in Mocca or to 
the special offices in Jidde. With the exception of the urgent cacee which 
should be settled in either of the special offices, the special offices 
tronefer the nail to the rin Meoea, Copter of the fins) remit 
of the specie] ensen elong the complete case ste pent to the hesdquarter 
in Mecca to be handled through the aifferent chief departments, each in 
ite mpectn) field ng the case aay be. 


In the game procedure, the Asciotont Director Senoral hendlos hie work 
and gete fined decisions from the Minteter or the Deputy Ministers, copies 
of the ortere and tha with complete coe historige are sont to the 
headquarter in fact, these exce, tions have been sugneated to an 
extent that the special offices have been of greet significence in the whole 
framework of tho Ministry of “Ananee. 


Txolyd'ng the exceptions, ell the cases are transferred to the Director 
General tn the national headquarter. In the office of the Mrector Geueral 
thoee éreee are Glansified in terns of the moctaltics of the chief depart- 
monts mentioned Mu inetrustions of the Lirector General they are 
handled by the ehf sof the departamts, in order to ve studied legally, 
financially and administratively. Once the studies have doen couple ted, 

a draft t9 prepared ani typed, “he chief of the department sigue in the right, 
corner of the letter acd Gase Le referred back to the office of the 
Mrector General, who revises the last iseucy ands if he approves, signe 

the areft, 


The cose now {8 almost completed, and ie rendy for the signeture of 
the Mindeter of Tinange or eipher of the Deputy Ministers, ae the case may 
be. Umuslly the Minister of “Ananee signs the fegues addressed to the 
other minteters or high level posts as the Crown Princo or the King’s office. 
Ha signs nleo nll the ministerial decisions, In his sbsenge the Undor 
Minteter or either Meputy Minister any ofgn on the behalf of thellin' ster. 


The sty oy reed in these eases prepored by the Mroctor Goneral is 
ctor Gener “4 rovided by the r thoa pone 
tMityy of the pout dffictele ef the Ministry of tu te 
erceptions {emed the spectel ‘ stice: of any of Mule hich offfotels 
is chiefly upon the ‘fttetel who ieoued the case. 
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Tron another of view, the responsibility of the Director veneral 
according to the issued fron the headquarter is shared ly the depart- 
nents which participate in the isques, with the exception for the iscuss 
on the casos which might be handled by his special office. ‘he responsibility 
{n these cnsos 1s personally upon hinself, 


‘This exoosition of the wark of the Ministry shows the effect of integra 
tion end centralisation on the settlement of cases and probleus. Hovever, 
in spite of nuuergus disadvanteges it las some advantages. Jor instance, 
Gletributing r bility among a munber of departaents sometines remulte 
in better decisioney uouslly thie feilure to delegate specific responsibi- 
lity resolte in delay in completing the work of the “dnistry and many cases 
have been lost among the different departments in the sense that reoponeidility 
cold be avoided by ell of them. Thie might be the reason for the oxiotence 
of the exceptions, and furthermore for the sugaentstion of these exceptions 
to the extent thet moet of the departments endeavor to get their caves 
sottled through the way of the exceptions. 


Av a matter of fagt, the chief depertuonts in the headquarter of the 
Ministry of Mnance have failed to keep their oPiginal importence in siving 
the last word on the casee. In ay opinion this lose of prostige and imor- 
tence is duo to the complicated concentration af the work and to the lack of 
responsibility of the departments, I vould say that these departnents 
thoald de given more responsibility in making decisions, because they ueually 
fesort to the legel, financial and acoounting viewpoints in mking their 
decisions. 3) ‘he exoeptional ense which are decided in the different speeial 
ffices of the high rank officials are ueunlly gent to lower unite to be 
corriod out. The legal, accombing and f{fnonolel departuents frecuently 
_ tnce the aiffigult task of justifying the dociaims under the lay since they 

are not permitted to change decisions issued by reoponsible high officials. 


Thore are two suggestions which night help the chief departwonts to 
fecover their dmportance and to strengthen their situation in the Ministrys 


First - concentration should be broken dow into the glaplest way 
which secwre the rapidity of the vork. At the same tine more authority 
and reeponeidility should be given to the chiefs and directors of the depart- 
nents, who should be chosen on merit principles with respect to the efficionsy 
end experience, Althatgh this cannot be achieved in one step, it should be 
arrenged gredually through comprehensive progrems of training fa the employees, 
end through strict laws of responsibility upon each employee in hie devoted 


work. 


Secondly, ell exceptional cases should be stopped and the special offices 
of the high officials should be limited primarily to poliey work and to those 
official cares which require « legel decision. For the urgent cases which 
chould pase more thn tvo depertmente, » committee micht be held by the chiefs 
of the participating departments to give their issue, 


3) te 2 matter of fact, these departments need badly wekk quekified ond highly 
eduented offictale to handle the technical, lege] and economic napects, 


the Ministry of Mnance 
Te Mnleter 
Under Minieter 
The Chief Ielanic 
duige (2 
Deputy Minister Deputy Minieter 


Aseietent Deputy Minister 


Zeket and Income Tex Department 


The Administrative ond Legisletive References af the 
Zaket and Income Tar Department 


i) the Thief Islaaic judge is referred to in the 2akat (the relighous tithe) cases. 


He 
If 
: 
a 
: ite 
t 


the routine vork netdiry to the 
de sarihed above. 


Prior to 1951, the ‘mdget wae wropared Ln the Agcounting Department by 
the Budget Section. However, sitee thet tine the Departuent of the Budget 
hoe been established within the Ministry and its specialties have been trane 
forred to it from the scomnting Depertuont. ' 


She Department of the Generel “evenue might be considered the widest 
department in the Ministry of Mienoo olnoe it adminietvatively supervises 
all the chanagle of the revonus of the government. Jor example, oven the 
Lepartaents af the Customs and Dutiew ant the Zakat ond Ingome Tex are 
included under the supervicien of the + of the Yoneral Rovonue. But 
in fact At ie not ensy to specify the eituation of thove tye deportacnts ta 
relation with the General Revenue in teras of authorliy ond responsivility 
since tho indirect relationehip through the Minister of Finance or bis oputy 
Mlaisters weakens that connection, On the other hand the three dtroctors have 
the seme rank, ‘Aurthormores in many cases the tvo dopartucats actually 
sottled the “exceptional cases" in their especial offices. 


in additionoto that, and as a result of the recomendations of the 
experts of the Aserican Financial Misaion, 4) a new roorgantzation of the Customs 
adalniotvation has taken pings. A new deperiment has been ostadlised to 
gapervise the whole eysten of the customs duties of the Kingdom, ‘his new 
department has been located in Jidde and hag tremendous authority, which in 
turn vasulted dn a eubstentiny decline of the mpervision of the headquarter 
of tho Ministry of Mnanee in Meoea, 


Tor the enke of brevity this deparmont vill de called heronfter the 
Yex Vepartment sinoe the word tax could inélude tho Zakat whic is a religious 
tate 


Location of the Tax Tepartment io hardly difficult to be specified in 
this whole ploture, 


Tho Tox Depextuent was establichel ta June, 1951 S) without aay 
provius experience in wach treet toxou in the Kingdom, 14 was obvi-us that 


the Departwent of the General Revenwe emild not help technically in the estabe 
lishment of the Tax Department. On the other hend, the difof grow 
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ineluding the Depertwént of the Veneral Aevenue, do not have any right to 
porticipete in the establishing of new n 
From onother point of viev, the tax law fe not Clear with recpeét to the: * 
relate between tho Tax parte te and the Department of the Genorht 

nue, Article 18 of the Code S321 indioster that there shall be forued dn 
‘etry of Tinanes o special depertment for taxes, “hile Article 12 of 
ts Nagulations indfoater that x epeéiel section thall be established in 
the Deportment of Generel Revere, Aside fron the different ei miftorncer: of 
the terninology, {t 16 quite evident from the to articles of the Code and ») 

Reguletiongs that no conflict is iietten since the Code authorized the Minister 
of Finange to establish « department for thx purponés, md tho regulations’ 
epecified tho location of thet departhent in the Ministry of Finance, Sut the 
question aricing hore ie what is the technienl, administrative or formal 
relationship betweon the departaents! 


Ase matter of fact, no cloar anewer could be found, since the lew does 
not inelude any interpretation to the administrative eitustion, Actually, 
nonthly statements of tax assasament ty Goliections an‘ delingvencies are eent 
te the leputy Minister of Mnance, “hore statommte ore usually treneferred 
té the Departoent of the General Povenue, Totals might ve regietered to the 
general rovenue of the yoar, bat no further information nor requirements ave 
domended from tha Tax Department. 


The wtgont cases ate ugually eettled in the special offices of the 
lepavtment es ex @nal cases méentimed above. of the cases, pertiodlar 
ly those relating fo the corparations, aro ‘cattlod through the Aseistent 
eputy Mialster of Tinance, since corporation treaties und Lewes are of his 
char ges, 


All the remoting simintetrative eases fequed from the Tax Department 
to the Ministry of Tinance are deually routed into the routine proesdure 
throug the Director Senoval and the chief departments in the headquarter of 
the Mink stry of nance in Mecca, 


edoredy speaking, the sdminictrative relotionehip of tue Tax Lopartaont 
in the vuole ploture fs not clear since it Gould refer to different athoptties 
at the some ting, This loose situstion remults ueually in the exietenae 
of « gap between the Tax Department and the Ministry of Mnanco, enpectelly 
from the techni¢al point of view in tha interpretation of the Cote or the 
egulations. Some of the problems arising neod eclotions, Wt the Tax 
Teportaent does not Lim to pun the risk of interpreting the law. 4» a result 
{it consults the Mintetry of Mnanée for an interpretetions The question © 
atisiag here fs vhat of the Minfetry of Finance should be consulted! 
Sonetines t¥o different ties are contulted ant two dif feront Lnter- 
pretetions ore obtedned, This {x pot tmenal beerase Lt eould linppen fo any 
tax outhority ae a oonfliet of untePstenting end interpreting. 


_ shothar of view, 1 seems to mo thet, because of the levi often - 
woll, defiged responsibilities of the stuinistrative amet the Mimfetry 
of Taesiga, Sa Nip 


Be musi ost ta te set aanans te ealtery bs" 


Y ‘the vor’ in hernony and — 
cooperation should be reorganised on very clear ons of definitive edain- 
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ietrative haratoplsiee 


Agata, it te pot ot ear taco oar ass Ua clon, 
tho Mintetry of Vinanés, but in the intereste of epecifying the location of 
the Tax Departeent from the administrative and technicn) point of vieve in 
alerted Br apy $ might be ent to arew the broad linge of « 
reorgwised Minis »and-tince the effect of the administrative 
ineffioiency ie ine ~ 4 all the andtante ené officas of the Mnistry of 
Minange, the adataietreve eugeestion should include the wicle pichuw dn general. 


1s The noo} dsportont thing ts, to define smcifioally rem wnetbilitios 
nod Lines ef. eutherliy $7, seth. of te Meta of te Hate o 


a. The concentration of the work in the chief cepartmente shold de 
broken down to the timpleet wacy which will eecure efficiency nn! prevent 
delinquency of the work. 


%. The location af. the Accounting Wepertaent ond tho Budget Lepartwent 
place the Miniotry of Pinence in # privileged position omong the other nainistries 
since it wes the final deatsion of the whole budgetary sitvation of ibe Kingdom. 
The privdleged position 1s due to the lack of comitrol on the work of the 
Mnintry of Finance, It ie therefore mgmected that the Accounting Department 


with dts Long oxperience in oontreliing the socounting an’ budgeting offairs 
in the caintry, shoud be separsted and given indopendent exthority bo cheek 
the revenues end expenditures of all. the niniatries within the limits of the 
buiget approved vy the King, hig control will include the Mintotry of 
Tinenge tmong the other ainietries aa a matter ff course. the Mecunting 
Departwent 1¢ sugguated to be headed by a controller general, who should ve 
in & popliion as high ae the Ministers themselves, and who shold rofor 
directly to the King. 


Tile does rot aoon that the Ministry of Finance doos nob Aved an 
Agoounting Uepartment, of course it da atil dn nead of thet Kind of office, 
dub At will do lio any eccounting division in ony other ministry, its vork will 
be limited to the internal accainting of the Ministry of "inance only. 


te de to the Drdgnt Leparteant, I prowme it 1s etill acceptable to 
continue working wnder the auspices of the Ministry of "Lnance, due to the 
erporience thay have got in the course of the years, dut {t is very much 
preforedle from the sdaintetretive point of view to expand ite speaioltios 
in ternsof ite work on the solentific wethoie aad the aodern 
teaunical ayetem. Sond doe te davled WA ale Maral. giA! 1h, 
whieh will help mbetantially from the adaiaietrative tof view tn the 
conferences hola te the ethoiale gf mn olher ministries, 


Dey Molar it 1s ie gale) cag of them = 
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On the other hend, the Treacury Department in the headquerter of the 
Minietry of Minenee in Mecos 1s under a different ty, ond no direct 
Gonnection is existing, Pr i 

T think {¢ woutadd imdh botfer to ony we menstary affairs under 
special doyuty minister and these different offices e@uld ve conrolidnted 


to romlt inn new shapé af refora of the Tfensury. 


Th thir cage, the Treamry would include all the revenues and expendie 
tures of the government. ‘he monetary agonay ie actuslly headed by ® 
governor and euperviees by the Assistant Deputy Minister, In the new reform 
it would be eupervined by the mew ste dopaty minieter of the treasury, 
throogh a divtefion of the monetary. 


The rett of the wark of the Acsietont Deputy Minister could de charged 
ton deputy minieter. Y 


6. Sugroeting doputy minietote inetend of nesictant deputy ministers is 
tne to the fact thet nomination was not given in accordance with ony 
administrative beste where de usually found that the acslotant deputy 
minister fe working under a deputy minister, but act independently end without 
nny netun) reletionehdp, On the other hondy the assistant deputy ainietors 
ate runting sone of the most inportent functions of the Ainistry of Finenee, 
and 60 {t cannot De argued thet these ranks ere just becanes of the minor 
importenoe of thelr tasks, HistorfonDly, 1% might de that sane personal 
Coneiderrtions regulted in thie némination, It te suggested that these 
asbiotent depity minteters would be promote? to deputy ministers, 


7. Mow, and through thie euggestion of reorganiging the siministrotive 
gtructute of the Ministry of Yinaneo, the legation of tie Tax Yepartnont 
tonld 04 specdfied under the euguested deputy minister of the treaeury, 


Toohnically and adulnietratively spenking, the relationship cold be 
pprenged through a specie] adainistration ia tho treasury, which could be 
cmetituted of different diviclone, for exasple, technicnl, legiolative and 
administrative divivions. 


This adminietration would » wo thé Sox Department end it eleo 
would be roferred to bythe Tax mt for the interpretetion of th lawe 
ond regulation, On the othor hand, omendments ar adjustments for the lews 
or the rogulation could be drafted in this administration, 


8, Yne more suggeetion could be added for the completion of the whole 
pleture of the naw miggerted reorganisation, 1.0, this extadlichaent of an 
administration and training section under each deity minister. hie sort 
of Aiviston hae not yet ent@red in the governmental sctivitios aso reoult of 
the narroy Limitations of the work, But it seems to mo, in rccordance with 
the expeneion of the work in the instrument, the (irectors will 
not hove enaugh tine for the orgenization. Bosidesy employees’ treining, 
which ie missing now, decome a importence to obtrin more officiensy 
in the wark ané better nnderetonding af the employees’ responsibilities, 


\dministretion and training section would include beside organisatian 
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The Suggested Reorganization 
for the Ministry of MMnance 


The Minister of Tinonce 


Chief Inspecter 
Under Minister 
Five Deputy Ministers 
Dep. Min. of Dep. Minister General Dep. Min. Of Dep. Min. of (j 
Eeononics Budget & Aceting. ‘nerals : 
Inspection Inspeeti on Inspection Taspection 


Industry Dept. Riad Affairs Office Jovounting Dept. old & Silver 
“epte 


Admin. & Training Dept. of Raployees A@tin. & Training Ledor Dept. 
Section Seoti 


Minancinl Commi tteo Admin, & Training 
Section ) 

Lec l Seetion 

Admin, & Training 


Section 


*) T. Ni 


ant anphoyeos! treiningy subeéotions far the internal budgeting, ncoounting, 
cxpoly anf equipaaat, 


Sefore eoldveting this ehacter, ‘tt Lo Anportant tes fe te te 
this miggsetion it is suppéeed that oh] the uatalsted. ther 
to d@ treneforred to the proper ministries or to de ate reted trea” 
the Mitdetry of Hineneas If it ie necessary to reocin temp-rartty tn the 
present situstion, they could be referred to 2 special section under the 


suggested general deputy winister, 


From the suggestions above, there would be five deputy ninirterst — 
2 The Deputy Minister - for the Feonomiesl Affairs 
%, ‘the Yeouty Mintetor * Jeneral 
4, Vie Deputy Muaistor » for Bidgating end Acomating 
6. ‘The Deputy Minister » for the Mnere], /fTairs. 


It 1e entirely evident that the significant difference betweon the two 
structures, ae they aro idlustrated do the chats, 19 Vie locition of each 
department and the speoifiention of the rolationeilp botwean oooh (ep “rtisent 
and tho reference, which 4g completdly wiselng aove 


In this point, I would Like to point out that the egology oui the 
crpacity of neceptanee and digestion of the country have deon token into 
Consideration. It ts supposed that on these basic foundatiane any expansion 
could teke place whenever 1% seoms appropriates Hithaut graduol steve of 
{rorovenent and progrose nothing could be accomplished. 


Onepter 13 
by he Zeki and Inpona Tax bawy sod on 20sb iced tet © 
gg ‘ion @ jelpalet’ ef hytr oc? a 

‘Ath the exception of the agricultural taxes, a religigus tax dosed on the 
Tolamie lav, there were no Mreat tags Imposed on tap reaidents Of oaudd 
Arabia before 195). the fact that the | pont needed to inereare ite revenues 


to De abte to carey on the todtal, polftte 1 end economic developments in the 
ogumtry forced the introduction of the Income tax. 


As o first stepy it do naferel thot firet tex low wae simple and 00 loose 
thet 4¢ had many Doopholes. Since the lew is far from perfect the Tax 
ldmintstretion will sooner or lnter fage many manedgents jus: to prevent 
tax evarions. sch anhd » 


tho Mirat tex lew, the Royal lecree Mo, 12/2/29/0521 dated Mherrem 
1570 H, Correepanding to Hovember 1950, wna published in the officiel neve 


pooam in Noveaber 4) 1950, a Rec fons tex on the ineone of oll residents in 
Soudd Aroblowtthout any differentiation. 


The most importent things to do mentianed here in order to give on idea 
how simple woe the lay, are the peter aid the exemption. “he rater were and 
at'll flot rates, 54 on employees’ incomes 10% on the professionale! 

{ncome and doth enjoy very high exenption of $8.2, 20,000 per yeor which equals 
a $5,000. Corporations are taxed at 4 flat rote of BY. on their not 
profits. 


Ageloul tured production {9 exempted from this tex because it ic taxed 
ageording to the religioug av it io mentioned abow. 


The natives felt the burden of the tax beceuce it wae the first dircet 
tex imposed in the country. Sonsequently they tried to be relieved of it. 
Their ottempt resulted in the iemenge of the Soyal Jeoree lio. i7/x/ 6/6636 
toto’ darnad Tharte 29, 1970 Ri jtri (April 7, 191), Shis dearee provides 
(An erticle 1) that the Royal Deore No, 17/2/28/s321 (the incowe tex Law) 
ie considered to contern individmels and corpa’ations who do not bear Sandd 
midjection, Aecarding to the Islamte religion the dakat is « flet rave of 
205% Of the net worth oned by nn Individual or » corporecion at the end 
of the yeers Moslems in Saudi Arabic vere upud to distribute their Jekats 
ormoney and connercial Affaire mong the poor, without any intombrence or 
control from the governaént. ‘he criteria wes the Hoslem's conscience. 


Practically specking, in epite of the frat that the Zakat was suposed to 
agerogete more then the individual's income taxes, aince the zokmt te imposed 
m the net worth while the tax 49 fimpoced only on the profite exceeding the 
high exemption, 1¢ wae eccirlly agreeable to the people, 


The Roysl Deeree Mo, 17 99 dated Renadan 8, 1870 Hijri (June 12, 
1951) amended the mentione? Zeket lew by decressing the Zekn' collection to the 
helf, Lee. LP! ond ollowing the Sautiete themeelvee to dintribute the other 
helf among the poor. ‘he reason for thet was the mere foot that the rate of 
the "akat wae higher then the income tay rete. By this amendment ecuslity 
among ll residents of Sandi Arabin was supposed to be achieved. 


the third lew organising the tex laws in Souci Arabin ie provided by the 
Noyel eoree No. 17/2/28/7634 dnted Robie al Aval 1370K. Corresponding to 


a» Ni 


December 26, 1980. This law hae imposed an additional tex on companion engaged 
{n the production of petroleum and hydrocarbons. 


Tt peome that this ley wae iseusé ae a result to the agreement of Lecamber 
1950 between Soudd Arebion Government and the Arabien American (il Vonpeny 
providing thal profite will be shared between the two parties fifty-fifty, 
pursuant Lo petroleur agreements in Vonequela. 


These are the three Royal Decreee organizing the Zakat and Income tax 
laws in Saudi Arabia. 


Resides, there are Regulations of the Zakat iseued by the ministerial 
docieion No, 393 and the regulations of the income tex issued by the ministerial 


deel sion No. 340. 


The Zoket and Incone Zax Department in recponeible to enforer these laws 
inthe Kingdom, while the agricultural taxes organized by the lelamic “ules 
arg not hendles by thie departnent. 


Article 16 of the Code (1 drave the broad lines of the whole structure for 
tax adsinistration, Item (a) provides that a special departwent for taxes slall 
be forned in the Ministry of Vineneo to enforce the income tax laws. Item (b) 
provides that, to facilitate the enforcement of the income tax lows, the Kingdom 
shell de divided a@inistratively into got mare than six districts. 


The Mogulatigng did not add nny more dateils except that article 18 (2 


' gpocified this lo@ation of the special depertment of the incame tax by the follow 


ing tontence! 


"fo fagilitate the enforcement of thove instructions a specinl section 
hell be eatabliched in the Depertment of General Incase for improving and 
collecting the seid texes,....etc," 


It coms that item (a) of Article 16 of the Code and this sentence of 
ipticle 16 of the Yeguiations are from the Administrative point of view 
incommtable, since thera is difference betveon department and section in the 
general morning of the tare. 


However, in June 1951, the Zakat and Income ‘nx Department in Jidde was 
@atadlished to enforce the Zakat end Ineome Tox Lave, 


I) Boyal Decree Ho, 17/ /ala6/ saa dated Novenber 2, 1950 
2) nad Decieion No. 340 dated April 30, 1951 


Qurhhl 
The Present Structure of the Tox Adminietrotion in Saudi Aredia - 1954 


The ldreetor General 
Assistant to 
the Director Generel 
The Ohief Accountant The Chief Clerk 
Anditing Unit 
Accounting Ynit The Index and Miling Unit 
Control Unit Wading Unit Typing Yoit Infornation Internal Admin. 


Gurrengy Zate Unit the twenty-seven Minance Offices (Jex Mvision) 





D ah v 


Wthout any previous experience in tay administration, or direct tax 
colleetion ab for ie agrioultara! roligions tithe which depends on 
coltnettony the tex departaent started the tase, 


‘totnt otrathvely hedeing, ire chief sections ncearting to the general 
tren] of the work in the dopartmente of the Ainistry of Jinenes was 
estoblished andes the axthority af ine Mreetor Gonern| and the sosistrnt to 
the Director General. the tree sections are! 

1, The accounting section 

2, tha receiving seation 

%, The Neturn Index and Filing section. 


Yofore exploining the functione of sections, Ivoul’ like to point 
mt that mo osahter bracch haa Deon established in “he Yepartment of ‘aca and 
Incane “ax Dodmuse all the funds ara required to be paid to the crehiers of 
the varias offices af ine Ministry of Finances efter the tex has been nevegned 
by the Tek Mepartuent. Consequently the fmetions of the Tax Depertnent ds 
only th codons the Zekat or the tax an the lekat payer or the tex-payers, + 
notice of collection is then desued by the tex Devsrtamt. the cashiers of . 
Tho Mintbtry of Mnaace receive the iekat or, the tex awoording to the notice of 
esllecti on, 


Tron another point of view sluce the size of the whole task ie omall, 
therefore the entire responsibility is thrown upon the “Arector General, -he 
Mrec' or of ats nseigtent bos to handle and supervise the details d the work. 
In other vorda the procedure af the work of the different divietone and seoticas 
pis vill be nem tioned hereafter ia ontirely euperviged and directed wy the: 

rector, 


"he fwheb! ame o” the. Sections! 


1, The sgcounbing Section, ‘kis section ig the most important section da 
the “epurtoont. Ib ds headed by the ehief sceamtant nnd consisted of the 
following unites 

a. Auditing unit 

U. Aecouating unit 

¢. Control walt 

d. Surrensy = vale wilt. 


2. The “eoolving section. Ale section ie headed by a chief wo ds 
sutiorived to aduinioter and supervico the following unite! 
a. The Mad] unit 
>. The Typing unit 
ec. the Information unit... 
(, The Internal Adaintetrats an. 


™, The Return Index and Siding Pea ernahete of # group of persons 
resp stb for We filing works . 

To iLlustretve y functi one ra sections, it ie more convenient to 
ae ye eae the and) ond fron the very beginning to the 


Close of 


Ae a vefloction of having two different laws of taxes, there have boon as 


Ny “ue o 


‘ 


a matter of course two oslendat yenrs, ond, consnguently "9 periods or 
rush geagons OF Tiling the ae td i we ae 


See Deihalipe at tue Zakat Returns = cf 


The Zakat or the religiow tithe returns are of s sinple procedure, singe 
the Daste futAnonted principle is tho aseumption thet che enonit mibaltted 
by the Moslem 19 undwbatab'e. Thic sesumption ta Aue to the fact religiously 
suppored that the Moslem's gonclever te the Judge eince it it eomthing between 
him and God. 


On the other hand, it vee well known in Sud Arabia, defors the teeuande 
of tho Galent Laws that moat of the citirene Aistrimted their Zakot naong the 
poor, enpeairlly erdond the oaonalsng of religions antivarsnrie:, 


Yowever, *¢ with the aeceptance of the principle of voluntary giving the 
tax depertaent faced many difficulties of adjustment. Most of the returns 
did ust Fepres@nt the actual Takat of the citizens. ‘There was aloo anothar 
elements 4.€.5 moat of the people argiad that asa matter of paral adligatian 
they distributed more than hal? of the "aknt to the poor, to the veople vhe 
expeated to receive 1! annually or monthly. If the Government 1» going to take 
helf of the Zakat, while tha Zakat myer hes already paid, for exemple, three 
quarter of it to the poor, ‘he Zakat-pnyer would be peying more than the tithe 
Pequired by the religion, “hey aleo argued that since the Yorernnent is a 
religious Goveramont the legislation shold conflict with the religion. 


This argument was not accepted becance {+ wns mot practionl, “nketeps 
were Fequired to pay tho complete helf of the Zakat to the Joverument withat 
any consideration to what wag distributed to the poors the Zakat low wae 

entirely clear in its concept, . 


Takat retwens are confidential ond the department is not alloved to cheek 
the boake of tha Zekat payera, conacquently aseencing the “akat is a metter of 
jucgaent. 


Tn the first yon, all the returns were gathored, and » committee of the 
Mirectar Seneral, the agaistent to the Mreoctor General and the chief acconte 
ant wad formed to verify nnd classify the Zakat payers, aevording to the 
gondnl ‘knowledge, the fome nnd expansion of each work. Having in mind confidence 
in the Zaket-payer, mg foy wore aonoidered underertimating their ankate. 
Adjuatnonts ware wade throigh ‘ompromiee in maatings with this category of the 
poopla. 


Once this task was adcompliened, th the firet yerr te Department has hed 
primerily p good fouiation for following yoore. ‘hie a: cumption is 
resulted frog the fret thet the Takat Ls based on the net Worth of the Zakat 
poem payer, excluding renl ectote which te taxed by the Muntelpalition. 
Consequently it ie easy to aff any profits or deduct any Loses coourring 
thregh the next year end deduet any emount eepitelized in reol estete aseote, 
Thie haw to be proved by the Takatennyer, , _ 

Mtter the first yoor the Tkot oeyer hoe to fle hie roturn onl vem 


yt yi 


wif 


an @xploaation for either the deficit or the addition to the Znkat. 
imiaietyativelys returns ere gogrogated into, three eategoriems i) 
4 ue returns 


3. og pevig ts ply ES 


Ueually the ‘plus and equal roturns are routed into the procedure of 
peynent, while the ainus returas are held for discussion, investigetion and 
proof of the. ageurate figures dedueted,. then, either adjusted or -roved 

nd accepted they are routed far onyment procedure. 


Digcuseions are. made either by the Senere] Directorate in the Tnx Lepart- 
went. or by the Aseonting Jranch, accor ‘ing to the: inportance of the cates »! 
“hile davestigation is.ande in the enme tine by correspondence to the 
Fig Sigg a and architectures in ease of roel estate onset hoe been buddy 

y the Zakat payer, “ 


Ag At was pointed out at. tho outset of this chapter in pert A, taxpayers 
ove clvloed into three categories! 

l. Taployees 

& ¥eofeesionals and merchants 

&, Sotporations end Partnerships, 


Therefore Uiere aro .two.different tax returns, ono for employees, ond the»: 
giher for tke income xouulted from capital investments and. ia addition to tant 
re 14 aleo a third tax return for those who have incom from wages and aay 
other incase, Like moet of the professionals who are onployed and work 
privetely for their own interect, at their lesure tiae, This catesory of 
people constitute ® smell entegory nontly of physiclane, lavyers, and 
areh! teats. 


They are tamed with the 10> rate as it !5 provided by Article 9 of the 
Reguletions on the vhole income they get through their salaries and their 
privele w@kte 


Oo we heve three kindr of tex returns, In the receiving brengh these rr 
tax Poburné are segregated into two artegories! 


1. Letarns with réaittances are seperated and sont direetly to the centred 
wolt for asthematios] eheek ond then the remittonces on the returne ore checked. 
Hotices of collection are Asened in the some unit. ‘hea returning dnek to the 
mail branch, where remittances and the notiees of collection are listed and 
welled to the Minietry of Mnenoe. A copy is sent to the Treasury. Aeturne ate 
tent bo the auditing unit. The oblef acoontent who aupervises the work over 
this wilt distributes the casoe te the different moditors, who usually check the 
returne da the offieo firet, and in the field afterysrée according to the im 
portance of the case. 


4 
- 


d,. Moturne eee Tonk thaneas ate seeates tato four ontagoriee sooordng 
bo the Goxpayer ie ; at 


om marten telat the 


¢ will be disenssed later in aster Iv, 


0 o 
“1b 


Ag @ reqult of ineuffictent inforwmtion required by the returns, whieh will 


de Aiveuesed later in detail. teepoyere hewe dean tined to enclose their budgets 
and their goin and lose ecoounte. Aetuma withmt these tvo statomote are 
separated for eamplotion of information by mane ef corre spondence vith the 
tampayers. ' ; : ; c ’ ’ ; 1 


the procedure for the reat of the returns is the followings 


a. Baployeea! returns or tox withheld returns. 

These returns are 5) rete returns, ucually furnished by coryors'ione who 
submit them for their employees’ taxes, or quarterly, and it 19 the eustom of 
those corporations: to enclose cheekeiwith the returns ani so sre routed to the 
paygont procedure waich will be mentioned eftorwards in ddail. those without 
ronittonges, or thope demanding refunds’ are routed to the gontro) unit to be 
checked mathenstically, when they are treacferred to the audit unit thet the 
correctness of the rofunds my de checked. Notices of payment for refunds 
are Aesue! in the control unit. In fact no refunds are notually paid to either 

, ory tax payers, bub these notices are iasusé gust to indicate the aaount 
eateh ee bey credited for tho next period. 


; Auieh sobs ree dappeest to chook thea exployee!s returns on the books 
of gorpur ae ater tho ponk pertodst 


(1) Datei abe routed to the accounting and alt simere thoy or registered 
th wpeelal Cooke Called Kogletration backh, which eorve far statistical a 
ent 7. for eating purporoe Ag At ellL be Llinstiaced Later, 


In enee any tax is required, notices of collection are issued snd mailed 
to the corporation for payment 


' - Haployeée’ returns are considered One of the best errangod ceteror io: sines 
they we prepared dy yell orgrnized end well equipped dornaratione. 


‘) Tw regards to the largest corporation fn the country, the Arabien Anerioan 
O41 Compeny, dn 195% agrood that the compeny world de roelt the enownte of tomes 
fur her exployoes quarterly. It alee agreed ty furniah the Tex Looartnent with 
@ brief atevonent of the tax, At the end of the year complote detetled roturne 
woot be ain ittod, Any deficit iin the tax will be payed at that tines! and any 
refund required will be credited for the next period. 


Tis cons:itutes a anes of work at the end of the calendar your, singe it 
tc Ludo about fo tho ennd retereny or ‘Of of alli oturae. 


Moet of tho other corporations ‘ad a sianiail ded mubmit their Naplayeos" 
returns monthly and ot the end of the your they ad‘uet the tax by filing an 
/.cjustaeat f ort. oapectally prepared fe this vracen. is roe te 
~~ s1othe we toa b 1 wht 

} dn, fac the aduetaent. tem adusbnabhadagitines 6 weet frei “lime 
are lodged and fed v the eae, Expensos of lodging and food have to be 

accel to the employees! incomes. Usurlly theee expences ervioettaning monthly, 
bat have to be Pevived necurately at the end of the yor, 


ie } 
-li- ( 


Ad justuont returns are separated fron the other returns and sudited on 
the bathe of monthly returns which heye been eccumuleted through the year, and 
have been regintered in the registration bodks mentioned above. e 


Ouse a5 oaplayess! robrns end sdjustnent return hewo been eudited, 
registered and controlled notices of collection or onyment ore desned. ‘he 
returns are thon routed to the Return Inéax and Paling Section, 


In thie soation returns are filed in «lphsbeticn! flee under the name 
of the corporations  omployees - which aro different than the cor) orations! 
files. 


be Beates sional omiMereisant Jetarns 
These sre the 10) returna. Most of them ate sent without remittances and 


alnont without the nesesoury information to Indicate thet income. Moat of 
these returns have to de audited individually. 


“hey are routed to the control unit to de checked wathemationlly and 
corrected. Votioes of collection have to be isgued on the batis the 
camnted their taxes upon an’ nailed to them for payment. ‘hen routed to the 
Agcounting YVait to be registered in tho registration boots, ond trenoferred to 
the audit wait. Usually anditing of these returns fe done in the field for the 
vig nerchente who may have many books of accounting, Small merchants are 
required to bring their dooke to the lupartment. Any adjustment mode will be 
reflected in the desuance of a notice of collection for any rddition tox. when 
auditing ie finiched returns are routed te the “eturn Indax ond Miiny Section, 
where they are filed individually in seperated files and acoumuloted year after 
yorr. 


This ic the admlaistrative procedure for the 10) rate returne, supported 
by books. by ne a aatter of fact, « huge percentage of the taxpoyers 
required to file tide return wep fo dooke of all. ‘Their eoat yooreta 
are their cashiers. ‘They administer their own work themsolvea, their children, 
any trustworthy @aployee, tost of them do not care to keep dooks in the belief 
thet no ino of the Booka ix possible since it is ensy to know the net worth dn 
minutes + that in.4o obtelm the inventory ant adding cutetanding debts, 
deducting outeonding liabilitios, With the conpariven to previmie your, 
profits or Lose aro ebtaine’. Yonsequently, in thetr opindon hirin; on 
ecoountant will be aot only e burden on the Dustnens, tut #loo o vey of droad- 
canting the secrete of the work, 


Qn. the, other handy thoso who Cae $0 keep ‘elite’ tn the imteroot of obther 
avoiding Coupetition or avoiding acendaln, donetder then so confident) thet 
thoy chould pot be known to others, s) 


Hovevers 41u seauréanan Ao the Vaspajivsd Whe WG rit Weep’ boAteny 60° 6 reamee 
or niother, the tax administvat!on hae preaticer the uo Gxlled "eutineti 
syston", wiiah could be {hiustrated in the follovingt 


Tach taxpayer ie supponed to file an {nformation Wim dnatenting whe 
note and addraes, branches Au the Kingdon folloving to the some nase, the 


Uv at y 


capital, kind of vark and 9 on. 


the importent informtione neefed with respect to the eetimetion system are 
the capital figure and the kind of the work, ‘The erpitel figure 1s ueuslly 
civen incorrect, Wnt the tax admintetretion has nothing to correct it, exeept 
thet inspectors sowetimes think it ie mugh less thon they guess, and this 
vouulte in sone oases for compromised adjustments. 


The enpitel ts rte to get the prons snlec. ‘he multiplier is 
popes on 9 work basis known ee the turn over of the capitel. Jn other words, 
the auditore ask themeelyes how many tinee could the capital be used da 
this kind of work through the yoar, In fet this differes from business to 
another, and it ig nob easy to decife {t adequately. ut in course of time and 
by experience, adequate figurer might be achieved, 


Vgually the figure is the .\ghest for the congumer goods, which differ 
fran 'one type to another, for example it ie higher for food stuffs than cloth 
and $9 on. 


Preeticnlly, there hae not yot been * fixed table to fornich these figures 
to show the turnover of the crpital, tt {t io almost decided in each casey 
taking in adeount the generel situation of the texpayer as furnished by the 
investigation. 


the highest figwes used far the torn over of the cypitel, in the lost 
tlitee years has been fxr. Once tho turnover figure {s decided an in ony 


epecific case, it in aultiplied by tho capital, and the estimated grons gales 
ore furniahed, 


ln actardanee vith Article ? of the code, profits are conaidered to de 19% 
of the gross sales, 4) 


Rovever, certein deductions may be deducted, and the tax ie caloeulated 
on the Dalange. 


1t 1a considered that the tax cammted on the entimation basis is umally 
highor thom the proper tax. he reacon for this {e to tex the texpoyers who keep 
no Dooke higher than those who keep booke ond therefore to urg them to keep 
proper books facilitate the administretion as well »9 to demonstrote the 
finenclal situation ef the taxpagr in the conmercinl soolety 


Ag a matter of fact, there are not many taxpayers in tiie category, but the 
tax Aluinistration hes qe difficulty in TS toliedce tham not only for filing 
thetr returne but also in exemining their books end paying their taxes. This — 
ae of tompayere costs the governvent more than any other category, yet the 
#14 dors not constitute e high percen ‘3 the collections. Jf say 

comperioon is going to be held betveen those Dorke and those who do not 
it seeme thet it is amoh eseler and chesper ter the overnment to omnes the 

tox for taxpayers who do not keep docks, by the estimation eothod, cinee 

nowt of the booke are not officially legal and since most of the books are not 
technically avrrenged to fagilitate the tox euditor's tanks. But on the other hand 


4) da 18 40 provided by Article 7. of the Coase. 


. 21% ey 


°° 


it 1 admitted that the estimation method ie » tyrant for most texpayers, 
Hovever, SGA Made, sy 7 Ae. Coe taxpayers to keep well arranged 
becounting boos Caty 

eZee won Corporations 

Tue to the lack of a well drafted couwreial law in Saudi Aredia, no 
aistinetion hag beon drawn between partnerships and corporations. ‘The reacon 
might de due to the fagt that at the pine of drafting the. Any there 
were nob any corperationa ta the combtry, 0 Ly, the, le gi olation 
neglected the distinetion detwoon partner slips corparations, he 


Legelly sponking, the commerciel lev fe the reference of the tax laws in 
the phaee of dlotinetion, and since no, distine hoe bean dram, the box 
adainletration wag obliged to troct the partnerships exaotly og corvorr tions. 
Th the sane tine for the ecke of justiee on endesyor bo amend the lew in this, 

Ase had teen places and ‘t is still under consideration da tho Logleletive 
ALL 

Yron the pregtical point of view this treatment bas led to. the Liquidation 
of pertnerships, since partners have beon burdened with the high rate of 
Corporations which de 20%, and have been deprived in tho same tine of enjoying 
the high exonptian of 3.2, 20,000 for each partner, 


This fact hag adminiotratively resulted in the consaolidetion of the 
pertaership ani eorporrtiona’ retums.. In, fact a>, special returns have, deen 
designed for partoerchips and corporntime. Pat wie the seme resus 6 pro- 
ferelonals oi aerehants, Singe it is called, "Retura of Ingom -osulting 
fron lnvestwent or Copitel', it includes business woother organized individu 
ally or through partnerships or corporetions, The. distinction between ' 
dadtviduale on one hand and partnerships ond corpore tions on the other hand Le 
the oxempiion ond the rate, Jn the case of companies (including pertnerahtpn) 
no, exemption 1¢ ellowed, and the raie os 20) om the, net incu. 


acuseing the comentes! returns from tho adwinistretive point of view, 
4 dp pdoqunte to ony that the bly corporstions working to Saudi ‘redia 
eincst all bighty organized companies. “hey uguelly furnish the tex saatat se 
tretlon vith detidled informetion onclosed with the returns, Many of them also 
@ncldte chartored accountants’ certificates, These returns are usw lly 
enclosed with randttances, 


In the “eocetving Section, these returmp.are segregoted and classified. 
Thooé with resitiokess are routed to the control unit for the peynent proe 
cedure wWiteh will be detailed later, “hoaw without remittances are iret 
muiited tu the a&fiee and ony informetion rvquized ie requested by correee 
pondsicé, Ih seny cosen meotings ara held of rayreeontatives of tho corpora- 
thong pad ecelaserniers of tho box doer tment. AdJusininete are nade through 
el ative tie , wupponed aa Y eps bea ew 
practico | Ne ane oft employeos 
ry Sl Gould not check ell the ora ites ood even ‘iyogd share ee are 
anly a ; , bad Lat 


Ty the “Gage of the Aeadhan Jaserl oan Oil Company, the Vovernamt neunlly 


2050 


islogiies, an independent, large, accounting firn to nudit ite books ia 
socordanen te the Semi Arabion Tex Cote, 


tae 2 z 


Aa it ve@ pointed oat above no cashier branch has been ertedii shed in 
the Tax department, since it wae the tendeney thet all payments of Zalats and 
tomes would be made to the csnhiers of tho Ministry of Finance or say of ite 
offices, The paymant 19 adcomy)i shed throng ‘the following ptepat 


1. In the ange of remittonces received by the fax Departuent, notices of | 
Oolleation are Leeued, en acile’ with = list indiesting the nome of the Zakat 
Gr tax payers, the amount, the r.sbers, the nuabers nnd (ntes of the remittances, 
and tae munbers and dates of the notices of collection encloasd, ond totalled, 
‘he Gashior of the Minigtry of Pinonee iseued individual receipts for the ree 
mittances and waile thea Back to the Vax Deportaent. In the contol unit ' 
véveipte are = to indicate payment, and walled to the dakit and tax 
payers. 


dn the cage of the returng received without renittences, «fter tie anaes 
nent of the Jakat or the tax, e notice of collection iv iseved by the contml 
unit of the fax sppertuwent and weiled to the Gexat or tar payer. By thia 
notice they pay the due ctowte to the gnehiere of the Ministry of Finance. 
idote of the paynente as supplied veekly by the cashier of the Hinistry of 
Pinance indicating the neme of Yekat and tex payers, the number end date of their 
nobices of collegtions snd the number and dete of their reeeipte. In the 
control unit the number of receipts are registered for the indicetion of payment. 


the outetanding notices of collections could be easily obteined from the 
Tegistration booke in the Guntrol Unit, and monthly notices are mailed to the 
dolinguent payers, “o interest ie added for delineuency, 


Shese Douke are held in the Vontrol Unit. ‘he consist 

of five bodkst 

1. A book for the notices af collection, vhere all noticer of collection 
ave vegistored in eorlal mudbor vith detailed information. 

2 A book for emplayees taken fron the employers! returns, 

3. A voor for individusl tex payers. 

4. A Rook fev corporations and partnorships 

5. A book for Zakat indivi dude, 


ee Last four books are Gontrolled Wy the first book of notices md collections, 


Three monthly Jiets of (1) Znkat ond tax agoosenente. (2/ Yaket and tax 
Collections, end (5) Zeket and tax delinquencies, ere prevare: mnt metled to the 
Mnivery of Sinasee, Lobele af the lest tvo Liste of the current month are 
Gontrolled ty the total af the first Lict, “han » fourth 1 ot of delinquonetos 
foe em ag ey oy henge tapedbmiee peers py 


/ 


‘ ale a 


an? 


_ Yowelun currency rater tn Sead! Arabia officially are wnetebilived. they 
change in accordance to the supply and demond theory. In other vorde the 
currency warked ia a #0 Called free market. mmo tiie 


"he Vovernment sequires almost three quarters af har annus! revenue da 
foreign currencies. Dollars represent about $0p. of that, portion and other, 
currencies twh ae Britieh Sterlinge ond Jrench ‘rence, constitute the renaiaing 

ad] eo U : rroentrse 

Uovernsonte’ peyments for her loce] purchases wore. nade either in the local 
currency or in foreign currencies on the current rete besis. ‘the needs of local 
currency for the Governments’ uoe were faced through the banks who were pald ia 
forelen currencies instesd. 


Lnce donuary 195%, Saud Aredien Monetary Agency 5) wiieh de in chergnof 
the governnental foreign oxehonge treneattions and currency stabilisation)! 
tried to stabilize the rotes of the dollars and sterling pounds on higher rates 
than the current rates of the sarket. That triel was effective within the 
Linits of the exehange rate Detvoen the agency and the danke, but till the 
rotetl rete Ly effected tu this step by the supply ond demand theory, since (the 
egency dose nob sell with ite fixed rates except to, the danks, only: 


Novever, the problew of unstabilined retes de eyill etending, The tax 


‘deportoent faced tus problem, in reepect with the foreign carrency pad | 


aclaries and tae compaicos who keep their dooke 1a foreign currensiess 


_. "The currency rate unit wag evtedliohed to serve for adtadning datly 
avorege rates of the currencies in Jidia city. Aonthly aversgs rotes are 
Celoulated and aveiladle for the taxpayers to use as official rate for the tax 
purpoeen. 


She MS Sead 


The filing systea used in the Zax Department dm Saudi Arabin ‘s the olphee 
Detion] systom, in which « file ie xept for every dakat payer end tax payer 
conteining bis yeturns, correspondence and coplen of iswues end notices sent to 
hin. 


Thic system of filing seems very convenient and adequate to help the 
eccounting wilt ang the euditars to hold comparisons among the different yoars 
of the ‘nknt of taxpayere., Jt helps bo get ensily any infornetion needed to 
lighten the enditor about the historical life af the finaneial eteondard and 
the changes occurring fron year to yoor. : f : 


A glance on the returns will be sufficient to noknowledg if the Zakat or 
tax poyer hoe stil) eny delinquencies. This is another check on del ingnoneios 
in-remeet vith previous yorss, or dn the cose of camtractors, whose returns 
ate fitislly iy ay ey sines they pey their texee on their instelinente they 
receive, vhtle ie aeseesed on the complete price of the contract, the 
sutination beele, deverived above. At the end of the eantract, contrectors are 
@upponed to eubmit detailed statenonts to eAjuet the tex, Practionlly moat of 
thon ouffice vith the estimation methal df taxation. 


5) Por WHF detetic sec omumic Review by Arthur H, Young in the Middle Rast 
ON OO ————EEE—EEE—— 


- oe ey 


iyhow contractors’ retumne are intesrate, on4 enittors cannot dicpense 
oth the ravict on of tha past perio Teterne, wateh will od ab their dtepoeas 
fr the file, ate loonted 

“ioee were 

Fron another stendpoint, it desk thes “ite aveten of filing i» practical 
and entitely workable in edminiatrations where there is a limited mmber of 
files, and in comtrios vhere Pi yea th are Rot so Rusorous, and in the sane 
tine no problens of éLetingnt ching trxpoyers’ namee oricing. In other words, 
in the omll size cities residents are lene then one owrter of « million, 
pnd texpnyere, ag a matter of conree wenlé not be more than # mall percentage 
of thet fiporp, Lt poems the block file systen woul Be dapracticnl ond unverite 
able, binge {t fe hset tn exe? of millione of returns but not in hundreds or 
thousshdg. 


The ndmint strotive etreetore of the henigquarters of the tax deprrtment ia 
Seudt Arabi took place tn steps through o period of almost two years and a Balf 
deginning June LOL, Tho headquarters, wag extedliched in Jidde, and there was 
no tine ot the otset to enteblinh any brench offices before arksnising the 
headquarters firet ts fees the enforcement of the tax lows ‘for about two yeare 
tack, einde the lay wae retrosctive. Pron another viewpoint, 1¢ wae mpnosed 
that the headquarters of the tax administration in didde would supervise ata 
examine “ireetly the eeclorrtione of the conpinies incorporated in foreige © 
aointrion (6 ent fe carcying bubinets in Sendt Arebie. Jt seomo that thie 
‘provision funiomontelly tnoludee all corporeti me workin in the Mnet part of 
toudi Arabia. In other words the headquarters in Jidda would be dirootly 
roeponsivle for the fundaynntal beste cove of the tex work all ome the 

country, This fmat hee resulted in the very Little iuportenae of the brameh 
Office, since they wuld be Handling only the Zekat and business individual 
texes. 


However, once the hendouarters w at establiched in didde, instructions of 
tex Collections vere citeulorized to the chiefs of tc finanoe offices. They 
handled the vark within the Limite of administrative etroctare, vat practically 
ant tealinienlly, 1¢ wes imposef ble to continue tn that basis. 


In duly 1961, and after a comprehenetve forearen for the edmintetrative 
tex braueh officer, » complete plan was mubaitted to the Ministry of Finanee 
for approve. 


The plan vat sed on the division of the country into districts, 
nocorting to the lev (7 4¢ whe mnypteed that the oe tear roninietratively 
be Uivitet into not pore then ete aivtrtéte, + due to the lack of cood 
$reneportetion smong the cities ans vith’ rie nr toesal consideration it seemed 
ution bo de Malt the Aivietons to the efx aletricte provided ty the’ Lew 


6) teen ¥ ¥ Article 1 


tet the Sede 3222 
ia of the “ode Sx2l 
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The plan thet the headquarters in Jidds would directly 
supervise tex fon in the three cities of Tiida, meece oni Taif ond the 
eurrounding villeges. In addition foreign corporations whereever they are locsted 
vithin the Mngdon would de handled Sy the main office. ‘vo el) offices vere 
ewpposed to be established in both me of Maces ond ‘tar for collection 
purpose a. 

‘the plan suggested seven LAletetots to %e established basi ie wee 

2 dictricte (ns they ero clent on the map) are the follovingt 

they are called in the name of the moet Asmortent efty dn the district 
in whieh the region affice is mpnoeed to ba Located.) 

L. the Astriet of Medina 

2e Motrict of Aljouf 

5. District of Herik 3 

4. Tistriet of Al-Anca 

6. Dketriot of Myad 

6, Aatrict.of Adha 

7. Aatriet of dizen 


the regional officer were supposed to be eatabliehed in the capital of the 
dirtriot, and small offtees could be loasted in the important cities to 20% 
peraenentiy in touch with the toxpeyere. 


‘“miniabratively specking, the regional offices were suggested to be hes@ed 
with regional direetora with coaplete independence ‘ar the cupcrvishon of the 
whole dietrict, and direct reaponsibility to tie seadquarters in Jidin. 


Looking at the map, it seems that the eizth and seventh districte aight 
ve consolidated into one district. “hie might be possible in the future when): 
vetter tranopartation tekes place in the eountry, but eo far as it wae known 1 
will not de go ensy for one yo eae office to hendle the work in the whole 
Perens 


Anyhow, this plon vas Completely Fejected! by the Ministry ¢ !inange on 
the grounds that the regional offices will cost more than the tax yield, in 
similarity to the agrioultural Sakat. Gommittecs wore held to diseuee and ree 
@xnuine! the plone Mnally it was decided thet tex divisione would be 
esteblished in the Finance Sffices and under the Administrative responsibility 
of the chiefe.of the Minmoe Offices. Mvisions would be ested)! hed in dife 
ferent aiges in secordenoe with the sise of the work. 


the sdfictetrotive problem of the connection between the Finonee Offices 
and the headguerters of the Box Administration arose, since the Minaneo Uffices 
ae it was illustrated 1» the irat Chapter ore directly superviced by the | 
Urector loneral of the Mintetry of binanee, ond since the tax divistone vould’ 
be under the ausplees and responsibility of the chiofp of the Finenee Offices, 
administratively spseking any connection between the Tax Lepartmont and the 
Branch Offfees shavld de routed through the Director Generel, 


This raleed grove problens because the tax work wae something new and wes 
completely differant fron the vark hondled by the Jinence Uifices, Liisa fast 
practically Lead te the negoesity of consulting te hendquar tere on the 
bandlins of each one of daknt one inoose tax. 9 Bel sage 


Vee ‘eo 


In effect everything was transferred to the hoadqtarters to decide 
cegording to the lave YF ee —- 


Junooquenviy, twontyegix tax divisions vero eetabliched in the Finnnes 
OM ieee to handle the vork. Zhe headquatters in’ Jidde wee and sti1) te m 
reeponsitle for the tax collection in Jidda and the foreim corporations, Hegh 
Alvloion de revponsible for the tax collection in the efminigtrettve rren Connected 
to the Finance Ufficos,  Yellecti ns are made dircetly by werime eathiers 
of the Finanee Offices, Most of the tax cases are transferred to the 
for office oud ting tnd mathomettoel oxaminetion, Monthly etevensnts of the — 
tak nee@ecmente and collections arp submitted to the headcusrtere, where they are 
ineluded in the headquarters monthly stntenonte, 


neetan ia 
“inply speaking of the pres nt tax returne fn Saudi Arabia, 1 have to repent 
again that: they were’ uede without previous experience with income tax returta, 
“fewight De sentioned toto 2 goad exencs fot the bak ndminigtretion, bot 48 
is Teehly the mere fact, 


Xovever, ‘they-were ‘daeed on the Pesuirenente of the income tex law, and vere 
erpengedeinto arsiaple returns. Sut asa matter af fact they wore never 
me fiotent to furnish the tax eduinigtration with the details nececsary even 
an office maite Taxpayers were and atii] are Yoowested to anclosé their “sit 
and logs aecounts atid their balance sheets, In the procere of the endtt ¢ 
pone netally toqueated to furnish more detaile espectaliy for depreedations, 
salaries and any signidicant figure of expenses. 


Tt is out of the question to aay this had designed kind of returns pave te 
the tax adataletration and the texmayere a hard tlm to accomlich the task, 


Returns ato endl oned herewith to give o roel iden wdeut them, ond 
vuggeetians far new designe vitch might help both the edmintstret{ on om the = _ 
taxpayers will be given in Port 6 of Chapter IT, 

/. Orla? devdription vill be given iere for the present returns used tn the 
tax administration in Seudi Arabia. 


Metwurns used at the present time are five winds of returis! 


1, The personal income tax return, which te especially designed for 
onployees of corporations and private businesses. It ie supposed to be eubmitted 
by the employer offer monthly or quarterly. Signatures af both employer and 
omployee are required. Namog and adresses of both ave aloo required. ‘then the 
sccounting requiremento are cimply the salary and the exemption, the differencé 
will be the taxnble income, on which the tax of 5) ie ealoulated. 


To adjust tho eaployees income at the end of the your, a special form wag 
doalgned for this purpose. That is form Jo. 6 whieh ie onlled - 


8. The oitftunl ndjustaent fora, This form includes Dlenke for al) items 
uppored to be earned by an employer benide hie eelary gudh as allowances, 
bomunes ané any other Income. ‘The tux fe esleuleted on the total, ond the belanee 


a 


ibe ) ) asta 
BA, 

Detween that ond the taxes paid will be under adjustment. ‘This forn is aleo 

tequired to be elgned by Dainese Seeker the ouplayee. 

Ss Torn a te the mined tet ch ot tnpovnd a an inoone ierived fom 
investment of capital, Meta ndividual or a corporations 

‘or! Dale return is designed to represent the total income of the taxpayer. 
Then cost of goods sold and i expenses are to be deducted which will be 
Posulted in the net prafit, oun ¢ vidual he ir titled to deduet his 
@xomption and the tax will be onl “om delence with 10» flat rete. 
In dnoe of 2 corporation no exemption Le slower and tive tax ie caleviated on 
a0 flict rate, “= F 
Be tht ‘ 

4. Individuals vho carn thet {noone from selertes and copitel investments, 
Guchins pfofessions like doctors who work for hoepitale and in privete clinies, 
are supported to file a spegdal toturt = Tore Nov Sethis return includes doth 
the reqnitenents cf Yorme Ko. 1 ant 2. ‘ho totel income from galeries and 
{nvertnents is taxed after deduction Of"the exemption, on 1Op flot rote, Wo 
emce was made far peat ays wy withheld taxes. In frat most af thone 


hn re are he Goverittent; and the “overnment does not 
chhold any taxes. sod they sond these eaph aves to tho Tax Offices te 
py thely taxes. 


5. The Zeist Petar LEN te fled vy the-Gaudde Le Yorn No. 4. In fnot 
it do simply w letter addressed to the akat payer re euiring the filling of 
the Dlanks to indlonte his volighons titles 


the Inforaatd oo fora. 


this forn is a Wary taportent formy-recuived-to do filed by every Lakat 
or taxpayer to indicate hie nene, addveus, Kind of work, hie capital, eters 
of wark, neti onality and bie legal busineee form. ‘hese informations are 
helpful to decide vhethor Zaket or Tox Lay has to apply the cane. It helps 
also 0 indicate the category of the work, wiich is mportent especially in the 
profit estimation case. ‘The ¢apitel te used for this puryaue. he rate of 
the tax could be decided from these informtionss— 


This form de retained in the Zakat or taxpayers’ file an¢ since the same 
file ie used for many years, oe it woe mentioned in the file system, usually 
thie form Le revieed mmy tines to compare the figures of the cepital frou 
Yoor to year, 


OD — ° alll 
, ~ i W 
agi 

Talat and ‘tax Department 


Infomation Yoru 


Bertin} No. 


1, Mama, 





Pa | |, een 
OO a 
4. | ea ea 
8, Yoginning of Work in the Mingdom at. 
6, letioneli ty. 





%. Kenidonce Noe ee 
7 Beh. Téentification Wecenmnnagned tO erento 


8. Powltion of Yuciness (individual or Corporation) 


A 


ai 


Signature 


> 


‘oe Armaton Kupden 
Zakat and Income “ax Departuent”* 
Moen 


mi SERGEY MEMO! Pron Devo v pans t oy Gand dn 
Porsonal Income Tax Xeturn 2 ht 


‘ear 


eS <taned 


“Whine of Raphover 

" Haud” df" Paployee A, Bis 
Etter Sf Tuployee (including tax payable) at 
Period vetwoen i: talandyinat l. 
Songth ft trou, taxes a 
Taxable, Agha! . 


Tha Hea Pate sue Whsable ineone) 4 


BA, Bal Guinet 


flame Jey tte Wndersigned confecs that the figures given 1» thin etetonent 
are true. “e are Terpmeidle toprave then, 


Elgnature of aployee 





Cae Law pe 


“'yeta fo, 1 


Eee 
A Y wus 


ed rere a 


Return 
of Tex laposed on Incone Derived from Inveetnant of Capital 
Adress Year 
Name of laxpayer 
Address (if there ie any branch) 
Type of Business 
The Incoue Soh Mel Vuiret 
Total inooue lL. 
Sed, Ral Guirat 
Cost of Goods 
Sold. 
Jther expenses 
(Ing. Dept.) 3. 
Total dedution 2 plus 3 4 
Net srorit 2 ainus 4 5. 


Motes If thera are no accurate and sufficient records 
figureHos 5 growl’ not be leaw than 28 of figure Mo, 1 


The btext 


Bet incom derived from Investment of Capital 6. 


on 7, 
Taxable a % 
Tax payoble (LP for indiyidmals, 20) for 

corporations) 9. 


Ty -andereiged, confess thet the figures given in thie ebatencnt are 
Crude: f au responsible to prove then. 


Ga 


Yoru Wo. 2 


ids Aredia Etnedoe 
‘oudd Arabian ngdoa 
Ministry 
Zakat ond Ineorn Tox 
Return 
of Tax Impoced on Income fron Salaries plue “opite) Investuent 

Agéress 
Honth Tear 
Vane 


A. Yotel of Salaries (if any) 
3B. Profits derived fron Cepital Investaent 


Income 


5.4, Rial Ouirsh 
Gost of Goats Soli Be 
Veductiong 2 plus 3 
Met profit 1 mime 4 


Note! If there are no accurate ond suffictent 
records ith mantioned accounts figure Yo. 6 
shoul? not be lese than 15% of “ipure Mo. 1 


CG. Other Inoome BA, Rial 














HE 


| 
| 


Tote) Ineone 
A, Saleries 
dD. Profite from Canital Invoctaant 
G, Other Incone 
Totel 


Rxemption 
Toxable Income 


The Tax 10% 


I confose thet my incom throuh the period between, and 


BAe Mal = Guirgh 


1. 


mu 


| 


figures the amount mentioned above end 1 om rarnmaible to prove it, 





Yoru So. & 


Signature 


é ® wm 


Seudi Arabien Kingdon 
Ministry of Finance 
Zokat and ‘Bax Deper tnont 


Dear Sirt Herewnder ie a blank to be filled with the required sta‘oments in 
accordance with your religious Zakat for the year, 


Till in the following blank as soon as poseibdle and Seturn it to 
this department. so that we may bill you the required amount. Paywent should 
be nade to the General treasury. 





Avector General 
Zakat and Incoue Tax Yepartment 


en 
Type of Susinesg 


Totel Agount of the Zant 
Ralf to be distributed by you 
Balance lequind for the Treacury 


8A, Rial 








iL 


Late 


Forn No, 4 


5.4, Mal Suirsh 


3, Bomses 

4, ther Incone 
5. Total 

6. Bxamption 

7, Uexabdle Inoue 
8. Tox payable 9% 


9 


Taxon paid bly | the yeor in reference 
to Ministry of Tinance's Receipts loo, 


10. Belonee of Tex 


Beeeeaua. 


Peeceenel 


Se confess thet figures included in thie statement are true. 


mee ee a ee on ere 
Signature of Zaployer ‘tgnature of lmployee 


form dow 5 


# all é 
Chapter Iii 


Severs] Legal Problems Arising Under the 
law of Yakot and Incom Tux 


Hicah. As it vas montioned defure 1) the direct taxes in Sondl ‘rebie conetet 
of the followingt 

The Zakat on Agriculture and eattle 

The Yakat on commercial affairs 2) 

The Ineone Tex 3) 

The Additional Income Tax on Petroloun and Hydrocarbon Products 4) 


The tax ylold of those taxes vac estinated to be SK 356 millions (about 
$96.4 millions) or 48.7) of the total + 5) for the fiveal yoar 13711972 
ending March 16, 1963. hon thie figure 12 broken dovn into ite components 
it gives the following? 6) 


Zekat on Cattle 8.2, 400,000 

iokat on Ageion) ture 2 ,500,000 

Taket on Commercial Affairs 2 800,000 

Fees on Machines and Yactor ies eel «5, 430,000 

the Tncone Tax . 380,000,000 

The Real Metate Tax A002 meen 
856,030,000 


Some of the estimated revenue figures might de based on the sotual 
revenues of the preceding years others were pure guese work because they vore 
new revenue items, 


It aight be noticed that the total figure includes fees on mechines and 
factories, and the renl ertate tex, which in fect are not direct taxes, 
Ixcluding these tvo items the direct taxes would be 5.4, 365,400,000, ‘The 
totel Zakat on agriculture, cattle and commercial affairs was 5.2. 5,400,000 
or 1.5% of the totel direct taxes. 


lt te generally waderstood that expenses exoeed the collections from the 
Taket on agriculiwre end cattle. “he reason for this 1s that the persons 
subject to thie kind of Zaket are the poor, since agriculture iteelf {6 not 
on importent clement of the economic resources in Arabia. The figure givon 
ebove for the yleld of this Zakat presumably represents the actual amount 
collected in tho Hijhi calendar 1370-1971, and used for estimtion of 1371. 
1574 revenues, 1 represents 0.8) of the direct taxes ond 0.38 # of the 
budgets the Zakat have boon substantinl before discovery of ofl in 
Avabiat but, the Zakat hase had little effect on the budget the pact few years. 


Publ .ghed. un  Newepayer, spril 18, 1963, 
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Ag to the Zakat on comvorcinl offaire, figures given in the above table 
pre estinsted only because there is no ovellable information as to the exact 
fey The figure given in the teble i+ conserya'ive and probably exceeds 
OR, 5 milifons ($2 + 1¢ represents roughly 1.5) of the direct texes 
of the total budeet. 7)Mowover, the Zaknt could yield at Least 

present collections if the real 50% of the religias Zakrt were 
the citisetia subject to “akat. 


“t present, the totel yield af Zacnt from agriculture, cattle and comercial 
affairs, on the agtual collectione would be around S.2X, @ millions, equivalent 
approximetely to $29125,000. “his figure represents 2.35 of the direct taxes and 
1.08% of the dudget, a trifling percentage. 


In my opinion, after tvo yeors experience in the Zalat and Income ‘ox 
Department, ond with regord to the mentioned facta, and in addition to the 
following considerations, I think the Zakat ehaild be cancelled end that all 
recidents chonld Be eubjeet to the Income Tax Lav. Reasons for this suggestion 
Gould be stated in the folloving! 


1, The yteld of the 4nlat on ite present sotual basis does not provide 
enaigh revenue to justify the expense of collection. Actually the cost of 
inket adatntetration may exoeed collections. It 1s also hopeless to improve 
the eyston or the method of colieetio since 1t depende on confidence in the 
ence of the commercial affairs and on estimation in the case of agriculture 
end Gattle, Improvement {e aleo hopeless fron the standpoint that the Zakat 
fe a rélighoue tax the eriterte of which 4s tho individuel's conselenge. 


2, Agcording to tho Islemic rules of the ?akat on the money and 
dnoeroial affeire, Moelons are etppoted to pay it once they noquire S.2. 100, 
@qutvelent to $77. “hie low basis of the Zaknt would include almost al] the 
people, especially in the present time of infletion. 


This fact showe the impossibility of collecting the Zakat on a relighous 
Dacia. 


3. Looking nt the Zsxeat as a religiote concept, depending on the 
individual's conscience, and pertaining to the religious feeiinge of the 
Moslem, it seems that attempting to collect the Zakat by its religious 
characteristic ie coneidered an attack againet the beliefs of the people and 
that governuents should aveld meh ettempt, On the contrary, the government 
should urge the people to pay their complete “akat ae chnritable contributions 
to social end educetional associations by including them within the deductions 
from their income on their tax returns, 


4. Rewexamining the hietorics] deste of collecting the Jake: on commercial 
offrirs, ac it wae stated before, we would find out that the basic reason vas 
a matter of kindness with the natives, md even Moyal Yearee No. 8799 
ateted in its Antroduetion the following sentence os one of the reasons to 
Collect one half of the Yakatt "And verens Moslem Zakat is higher than income 
tax". In fnet, even efter the amendment of collecting lq) of the net worth 
inetesd of 2), “akat would still yield more than the present incom tax 
with its exemption aid ite Low rate. Consequently, it soeme thot the purpose 
of the lagislatfon wee not achteved. 


Tioe Port B of Chapter 2 for disouselon for low yield of the Saint. 
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6. Bxistenee of different tex lave which are basiaielly different in 
legisletion, reference, assesenent and collection lends definitely to many 
administrative problems. For exemple, while the Tax lepertment joins the 
“Ministry af Minanée in making interpretetion of the incom tex law, the Tax 

consults the chief Islamic fudge in Mecon for interpretations of 
the Jakat rules whenever conflicts or mieunderstendings arive vetween the ax 
Department and a “aket payer, 


In accordance with all those different considerations it seeme that the 
iakat should de cancelled and thet the ineome tax lave should include all 
percone within Saudi Arabia. In reevect to the Inlemic Zakat, Moslems wuld 
de eliowed to inelude them in their deduetions on the condition to be paid 
to eoetel and edueetional associations as charitable contributions. In fact, 
this deduetion could be expanded to all citizens on tho saa condition. 


Considering the effectivensss of thie suggestion, there would be only 
two income tex laws; the genernl income tax law and the petroleum incoue tax 
lew, 


Leagnd, Some fundamental amendments should take place in the incone tex law. 
In Yovember, 1951 the tax administretion eorefully exomined the poselbilities 
to amend the tax lew 8) dn order to fee the urgent loopholes. ‘he Department 
pointed out three main concepts; exemption, rates, end partnerships 
Ae Jha lixomp id on 
As 1t was stated Defore, the Income lax lay aliows a personal exemption 
of 5.R, 20,000. 9) This amount fe equivalent to $5,400 by the prosent exehange 
rate 10) in Soudd Arabia, Undoudtedly, this exemption is extronely high in 
comparison to any tax law all over the world, It might bo reasonable thet the 
legislature Sook into consideration the following factss 
1. An Incentive purpose to stimulete foreigners; eopeciolly Anericans 
to work in tho Kingdom, ond in pertiouler in the yotroleus works. 
2. No considerations were taken for the taxpayers! dependents sines 
according to the traditions and customs ‘he hoeeholder ie responsible 
for the whole femily in “eudi Arabia and families are comrelly large 
so that exomption micit be computed to suffice the largect family's 
needs 


In any case, whether these possible probabilities were conoosived by 
the legisleture or not, the presont exemption fs still very high, en’ could de 
reasonably decressed. 


The Department pointed out that the exemptions in Egypt and Iraq vore 
Rel, 150 11) and 3,0, 180 respectively, 1.e. about 5.3, 1,500 or $400. the 
ox Lepartment, taking into account the relatively high living cost in Saudt 
‘rabia end the newness of the tax, suggested the exemption to be 5.4, 5,000 
(obout 1,300), Althagh I em convince’ of the roneonablencer of this amount, 
the exemption hae continued to be 5,4, 20,000, 


8) Tie research wee mibmitted to the Ministry of Pinenee for xpprovel under 
“ae Depertmant Letter Wo, 266% dxted 1/22/1971 (November 1952 

9) Article 3 of the Moyal Neeree No, S221 

10) The rete ig 8)R, 8/4 for one dollar, aloo dr. Young in the Middle Most 


Journal, 1953, p. 53. 
11) Article 41 Law Mo, 14-1939 


/ 
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3, De Sats 


Rates of the incom tax lave, as it was montione’ before are flat rates 
of 5 per cant, 10 per cent and 20 per cent on personal income, investment of 
individuels' capital end coporation correspondingly. In spite of the fast thet 
the tax lew of 4 Arabia was originally put by an American expert, rates 
on individuals’ income vere based on the source of inceme as it is imposed 
in the scheduler aystem, lie might have been influenced by the supposition thet 
onleried individuals are lees eble to pay than profecsianale and traders. 
Anyhow, I can soe no reason for thie differentiation in tex rates between 
selaried and unsalaried individuale, Administrative reasons clone require that 
rates be unified in one trdle applicable to all taxpayers. Yor equity and 
justice, and Zor inerensing the revenue of the Soudi Arabian government, an¢ alco 
following the general trend of the tax rates all over the world, 1 think thot 
the rate table shold be chanyed from the flat rate to the progressive rates. 
Two things shald be into consideration when @ table of progressive rates 
is colng to de net wpe Mirat, since the tex is a new event in Saudi Arabia and 
the people have nob yeb gotten recustomed to pay it, I think the Tex 
Mululetretion should hot surprise the pople by sudden high jumps in the tex 
rates, On the other hand, incentive purposes to stimulate foreign employees 
to work in Smidi Arabia should be kept in mind since the country ic badly in 
need of technica people to carry on the new development in the country. 


“ooond, the capacity of the tax administration should also be taken into 
consideration by choosing a elaple progroasive tox rate table to facilitate 
computing and auditing the tax. 


The following table 12) is muggested to teke place instead of tho flat 
rete for individuals!’ ineone vithout any differentiation between salaried 
ond ungeloried individuals. 2xemption here ie supposed to be suggested 
exowpiion of 5,°, 5,000 per yeor, 


fo faghlitate the taxpayers! tnek of computing his tax, a table is mgrosted 
to be supplemented with the tax return, 


Ket Incone Befsre The Rate 
} at loast less than 
5,R, 0 5,000 0 
5,000 10,000 
10,000 20,000 
0,000 50,000 
504000 100,000 . 
over 100,000 1h 





“he suggested progreesive rates sre supposed to apply to all residents 
of Soudi Arabia. Aesidents might be those who stay in the country morse than 
siz aontha, ¢ @ people staying in the country lewe than siz 
months, are sucgeeted to be taxed in a flat rete on their net incom which 
they earn in the country. The flat rete de suggedted to be 1s). 


Ta) W, Werrtor I dstone helped Grootly tn eetiing uw thie table. 
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Ae for i T would t the present rate of ity 
aaeldaeaeents on ee A an 
Gorporations! distributions peid outefde the comtry. “his tex will corve . 
eo on ineentive for men ering now investments in the Kingda. I would 
suppose thet it would be adninistratively Mfficnit to control theve 
distributions, but control 4 de arranged thr the feudi Arebian 
Monetary Agency (the petem im The rate on distributions, I think, 
wmld bee flat rote of Oy, to be vithheld at the source by the distributing 
corporetions. t 


G. dye Zartnershias 


The position of partnerships in Saudi Arabia is peculiar and should be 
oxended. ihis aspect was comprehensively illustrated in the suggestion of 
Hovenbor 1951 of the Tox Lopartnont, empectelly from the legal point of view 
in vegprd to the legal responsibility of the partners, 


» In feet, Seudi Avadia has to rowexenine its lowe and redraft them again 
wnder the light of modern business ond economic requirements to face the needs 
of the tremendous sogial end economic devolopment in the Kingiom. 


D, JUocwtion of tygope, 
asf 


Thie concept congerns two pointst (1) the allocetion of individuals’ 
income; and (2) the allogation of corporations’ tneone. 


heoording to individuals’ tacome, the Tax Department was convinced with 
reference to artiele 1 of Royal Decree No. 3371 that inoone mane oll personal 
income earned or resulting fron the Investment of cepitel within the Kingdom 
of Saudi Arabiaiand where it hag. joint rights in the two neutral zones 
detwoen At ond either Irag or Kuvait, “thin the dattations of thie article 
the Tex “apartment interpreted that my Lneone ved fram the Aingdom or the 
neutral sone is taxable, whether tho {adividuel fe residing in the country 
or not. Jt seems easy and effective for the Tax Vepartment to control such 
income and to get the due tax. In case of employees, employeré are 
revponeidle for withholding the box, and in the case of bueinees or trade, 
the dndiyidual would be taxable if he fe fn the omntry, if not, hie agent 
would be reepongivle far tie tex. 


sho critoria of thie interprotation fe tue to the fret that any income 
rembting fron servings or agtivities within the borders of the country 4s 
taxable. “hie interprotagion led the Tex Department to conelude thet incoue 
derived fron other countries by individuals residing within Saudi Aredia 
is not taxable whether the individuals were residents or non-reeidents. This 
conglusion.ia daeed on the theory that Inewme chowld be texeble only in the 
country of souree, ; 


dut the general trend of the tox logislation eeont contrary to this 
interpretetions Seetign 119 (a) * of ahat tert Revomw Code provides that 
"eroes incoue fron sources within the ch ete? {neludes compensation for 
ledor or personal sorvioes performed within the ¢ totes regardless of the 
revidonee of the payer, of the plage in which the contraet for service was made, 
or the place of payneat,’ 


‘he sone ie provided by the Mgyptian tex lew article 61 (e) of Book 113 
of 1959, and aleo by the Syrian tex lav article 42. 


66 s 


Mage tax lows impose the tax on the employees' {ncome as long ac he is 
perforning within the borders of the country, regardless of the souree of the 
incomé/; In thie onse any tex impored by the country os the source would 
result in doudle toxation en the ewe income. 


In my Opinion, taking into consideration the effectiveness end 
fonsibility, 1% ceome very difficult from the administrative point of view 
to control income derived from outeide the country. Moreover, oaplayecs will 
be Atreetly remonstble to file annual returne to indicate taeir whole incon 
fron within and without the country, Jn other words, this would need 
tronendoue work for the tax adainistration. 


However, if thie 4e the generel trend of the tax legislation, 1 would 
tny that Seudi Arabia has to etrencthen its tax department to face the works 
Yefore mking such amenizent in the tem law. At tho same time, if sch amende 
nent were made the treasury probably would be supplied with « good portion of 
ingone, but the Tax Department would face a pretty tough job to control income 
fron smrces other than Saudi Arebla. 


2. Slioo. tion of Corporations! Inoqme 


Tue to the feet that most of the corporations working in saudi Arcbir 
are either gubsidiaries or branches of foreign corporations, provlene of 
allocation of income, dedustions, @tc. takes place in computing the ‘audi 
Apabien taxes. ‘The Lew provides ia Article 13 tie followings 

“There shell de considered as groee incom for any 

coupeny incorporated under the laws of eny country 

other then Semdi Arabia, and carrying on ite operations 

at the same tine both qutaide ead inside tae Aingion of 

boudi Arabia, all the inoome which thot company reqives 

locally fro ony source whateoover within the Xingdon. 

There shell de added thereto thai vortion of the income wich 

the company receives from the carrying on of operations boti inside 

and outside the country as is derived from logel resources. “ 


In fact the difficulty erises in computing that portion not only of 
Income, bub aloo of expenses and dedugtions. “he problon decones nore 
eorious in case of transportetion corporations, where many countries are 
dnvolved in the operation. In most of these caseny the tax “epartnent 
followed the gonerel rule of estimation, vaich 1a 15» of the gross incone 
Obtained Locally by the cospeny. ‘his subject needs comprehensive research 
40 appoint specific method for alloenation of dncome and the rest. 


On the othervhandy the fax Law of Saudi Arabia is lacking om article to 
decide allocation of income resulting from selling local produote, such as 
oil on@ tows of gold ed ellver. ‘ince there is no univeran| rate for sugh 
produete neither dn the Pereian Gulf area for oily 15) nor in the Med tem 
Sen Aven for minerals, which might help to enlighten the government 


regoraing 
the selling there chould be legichated in the ‘ax Law something like 
Seaebeiasdar tomas oben eto Gs tatteinaie F) 


Te) Weide, the: drsdien 04a, 


’ of 
committee shall have no right to impose on the gompenies the additional taxes 
which if estimates, except efter vvniuing the approval af the Minister @ 
Finance, ete. 


Tt seems to we that this part of the lew !s confusing and might be drafted 
without any experience if the tax administration, since accarding to ay undete 
sinnding that the eoumlttee ghall deel with the auditing function, and fur there 
more with the collection function too. 4t is authorised with broad rights 
against the individunle, but not against companies. Its position seems under 
the outhorlty of the Mnister of Mnange in the latter ense. [t is quite clear 
if {t ie included within the tax administration or something else. 


However, the regulations hold « complete chapter 14) about pleading and 
appeal, which might assist in interpreting Article 18. it is mdorsiood that twe 
comaitteos ehall be composed; the Preliminary Someittee ond the Comnittee of 
Apperl, Article 26 provides thet the “reliainary Committee shell be under 
the cheirmonship of the Assis (Prinee af the City) or his deputy ani the 
monberchip of the highest finance officer in the district, 2 mendor from the 
Administrative Coungil end @ member from the Municipality. Article 26 provides 
that « Committee of Appeal shall Be established under the cheirmenship of the 
Minister of Pinenee or hie appointee. 


the whole project of the committees in the Regulations, to my widerstanding, 


is ontirely diefferenct thon thet provided by the Nayal Decree. On the other 
hon?, the two committees are legelly miserranged in the sense that the 
prelininery conalttee which 1s compoced of members from ontelde the Ministry of 
Finonee should ve the Committee of Appeal who gives the inst decision, and 

the seme tino the committees which wil) be composed wider the choirmandhip of 
the Minieter of Finance should be the prelininary comnittee, singe it will 
compored of members vorking officially in the Ministry of Minanee, giving the 
lnct ‘ocleton to the committee composed of members working in differont 
asocciations of the sosiety helps to give more confidence to the taxpayers, 
since the Tax Department is » part of the Mniotry of Finance and both of them 
in view of the taxpayer are against his. 


Mocussing the project from the practical point of view it scams to may 
that comporing such comittees of employees performing permanent work is 
absolutely preetionl. It iv not enry for these high officials to find epare tine 
to meet for this purpose. In fact, thie is the real and effective renson that 
no administrative steps took place towarde the existence of such committees. 
The Tex \arinistration tries to compromise with the texpayers vhere ony disputes 
arive, tn cose of feilure to compromise, cesee usually subaitted to the 
Ministry of Yinande to decide. 


Ta) Ghopter 1 of tho Ministorial Deeteton No, 340 


V Mae Ha eres tars ttn DM tee sar 


aeat Pr ¥ 
thave.ghoudd de month med here that to the 
leness of the tax laws in gonerel and the tax Pee 
not care much when they find out that the differences are not 
ning adout, but 1t is supposed that this is going to be 
‘oouer of later. I ymld sey that on appellate division shold be 
r) in the Tax Ugpartwent with very clear ties and 
reeponsibilities, and a Pax Court aleo should be os shed to give the 
lnet decieion in the conflicts betveen the Tax epartuent ond the taxpayers. 
‘the ia Ojedtive of this myggoc.iun te justice and equity. 
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Kondquarter 
Jiddn 
Mecca 
Taif 


Modine Metrict 
Medina 


Tanba 
Alwajh 
Valu 
Rabi gh 


Rind Dietrict 
Riad 


tehran Metrict 
Dehran 
prayat 


Avhe District 
Abba 
‘abfir 
Bie she 
‘el jurah 


Jagan District 
Jagan 
Laeth 


Aljauf Ustriet 
Al jeuf 
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Note? Vigurag in brackets indicate that their returns are audited in 
the Headquarter in Jidde. 





Rad 


General Lirector 


The Treasury 
Aseietent rector 
Inspection Myision 
oui Wary . “" n 
Callection Division Aaditing Mivision Administration Inve tion 
‘ ia ee 


Gnehier Branch Accomting 
Brench 


ia 


The Collection Myision 
Geghier Branch Accounting Branch 


Control “Vax Roll Currency Ledger 
Unit Unit Unit Unit 


the edit Mvisian 
Suelm ss end Eaployees Corporation 
Profe scions Unit 


Unit 
Unit 


‘ the Administration Division 


Motl Unit Filing Unit Typing Unit Personnel Unit Stotisties Unit 


“he “egional Mrector 


Collection Division Audit Division 
Cashier Accounting 14Cae eneral 
Brench Brench hit Unit 


Control ‘ax %oll & 
Unit Ledger Unit 


Administration Mylsion 


Heil, Personnel Hing 
& Typing Unit Onit 


> & 4 


B. The Aduinistrative Aspect 


Table 1 Indicated thet, for the He jira year 1273 (1952-53) the total 
number of Zakat and tex payers wae 7406, Of theve 5366 were taxpayers 
and 1040 vere Zaket payers. “he taxpayers are loceted in two districtet 
the Jidda Headquarter District ond the Dehran Mstrict. ‘The Uaknt payers 
aro dintributed among all distriats, but most of them are ceatralized in 
The Headquarter, Medina md Atha Districts. 


The analysis of these facte will definitely lend to the conclusion 
that the poor administrative etrusture of the Tax Divigions set up in the 
districts was the real reason for the very lov collection of the daket, 
Thie fact, however, would not negate the poverty of the inhebditents of those 
districts, tut in ay opinion, the poor administretion is the basic factor 
for the failure of collections. Another reason, although ellied, might de 
the lack of outhority of the Tax Adwinistration to supervige and check the 
work of the tax collection divisions which are established under » different 
cuthority of the Ministry of Finance. 


‘The oxpence of collection Zakat frou » relatively sell number of 
Cakoat payors demoneatrates the dmpracticability of collecting e religious 
tithe. The Adainistrative suggestion which will be eiven hereafter is daved 
fundamentally on the assumption of the guzgested amendaonts given in part A 
of this chapter, Assuming the conedlidation of the Zakat an‘ tox laws and 
assuming the decrense of the high exemption from 8,R, 20,000 to Si. 5,000 
1 would say that the Kingdom should be divided into two tax adninistration 
districts, 1,¢), the headquarter in Jidia which would be responsible 
for the woetern part of the country and the Dhahran Matrict which vould be 
responsible for tie eastern part of the country. 


The miggested divieton of Seudl Aradin into tvo cperational units 
ie Daeed on the Tekat experience. 1) If the incowe tnx law reploced ‘akat 
for all reaidente of Saudi Arabia, the number of the taxpayers in the 
norhtera and southern parte of the Mingdom would fall down since the 
average income in thoes ateas is lees than the mggonted exemtion. a) 
However, a sigaificant inerease in the number of taxpayers in the big cities 
could be expected, The ingfeaved nusber of the taxpayers in tho cities 
would Incrense the produetive yield of the tax beceuce governwent employees 
and the Lower bracket dncaze morehents and privete bucinees omloyeos would 
conetitute the wejorily of now taxpayers. 


There should be noticed that the tex on employees vill be withheld 
by the employer whether it ic the Oovernment or 9 private tusiness., that 
is one port of the new taxpayers, ‘he other part will be subdstontially 
conetituted of merchants and profeceions, most of whom will be located in 
the dix eftden} or in other vorde around the two mggoeted detricts. 


Hovever, orch dietrict is suppooed to eupervies directly the vhale 
oven included under its administrative apocialty, elther throug: brangh 
offices if necoseary or through one or two amployeos tn the Mnonce offices 
as it te aecomplished at the present tine. 


A f@ thamunbder of Lak. poyore during lo/tre. See aleo the 


tov Targa atten, ‘vty Yow FoutlalSh nate Sof NB SaSS 09%, 


i.e, 5,000 4, yer year. 
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» Medina, W8ha, dn the Retdquabte wR, ind “hady ‘tisper 
n, ied in the Sagi ona) Astrict of ele Ta 


Re gt rt dae 


"WHERE Drotich APALcon" bre mprdtad +6 testis ‘aS YHHAl officore ‘és 
“will ve o nection vetwoen the: taxpayers and the dfatrict, 


" 


Tt to sugibeted that the headquarter of the Tex Minduistration 
(Loeited tn Stade) would be reZorned in the following ofganizati on? 4) 

1. fa Inspection Mytston 

5. th Audit Ulvieton 

& An Mlalnistrative Avision 

5. ha Investigation Civigton 


1. The fon Divi sion is entirely necessary to checs the work 
af “the other sions, the Pagtonal Metrict and the brench offices from 
the legal, soaintatrative and adequate potate of view, it is alwo required 
that the inspection divieton would cheek the efficieney ani honeaty of the 
accountents end euditors who vork In the Tnx Aduinistretion, 





At Whe present tine thie task 1s gujvoced to be Adconplinhed by the 
Tnopedtion Livision of the Ministry of Pinance in the Neadquarter in Megcs. 5) 


3. "THe Cottteett on’ Mydeton iy piggeated to includes _ 
Ay the AgomiM¥the Branch vith Hie folloving wnftet 6) 


(1) Congrod Unit. 
(? “Pax Bolt hit 


ine tat : 


Th fact theee dntte ard Laide éxinting at the pats tine fn the 
Rodagtdrter 7) with tha sroeption Way the ecmmt tnoluded the age 
‘erttet Pacterra' ten, witch f _ Yer toll and the Todger. Con soquéntly, 

no, chatige vial ‘tiie pine por ir 


3, he cain? a ee . 


tobe axtebhishd 45 tg tox wt 
he ‘eel aes manny gous 
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Under the present procedure of payment dexoribed in Chapter Il, the 
taxpayera are guypoeed to pay their texec to the cashiers of the /inenee 
Offices nocording to notices of paynent iseusd by the Jax Department, 


‘he cashiers then send monthly liste with tho payments to the Tax ‘epartaent 
in Jidim, Beeense of inadequate transportation and communication in 
country, these lists are seldom delivered vo the Jidda Headquarter 

ton days. Those ngownlated delays lead to the delinquency in the issuance 
of the monthly stxtoments and reports of the Tax Department. It aleo leads 
to the fact thet delinquencies cannot bo alecked before the first ten days 
of the second month, 


These probdleas could be solved through the establishment of a casnier 
branch within the Tax Department. It would then be able to duwnieh the 
Jontrol Unit. of the Accounting Division with the dally collectione ana 
elingvoneies corld immediately be checked, 


3. Whe Audit Divi eion 


It is suggeuted that a separate division 8) for auditing to be 
esteblished in tho Tax Headquarter in didda. 4% is also suggested thot three 
unite to be establiehed in this divieton! ‘.e, (a) Business and Srofesston 
Unit (bd) laployees Unit and (0) e Sorporntion Unit. 


Hmployees who are supposed to work in this division are those who are 
working now in the present Accounting Avision in the Tax Ueadquarters 
wader the name of eccountents, As a matter of faot, the present accounting 
brench includes both functions, acoamtbing and anditing. 9) since it has 
boon nlrendy migeneted that the Accounting Livicion should be « branci &f 
the sugmeeted Collection Myiahon, then the rest af the present Accounting 

ection would constitute the Audit Wivieion. But there should be noticed 
hore that the Tax Administration is in a serims need af higuy quolified 
oftictent auditors especially for the Sorporaticns Audit. 


4, the Administrative “Avision 


he preeant Admindetration Uivision 10) in genoral de efficiently 
aeconpl ishing the raquived sdminintrative taska, and consequently, no change 
ie eugeected. Howver, two more new unite are sted to be crented in © 
thie divinion, 11) 4.0. (a) Personne) Unit and (d) Statistios Unit. he 
importance of these wiite will be significant in terme of aduinistering the 
' employees’ affair, recruitment, vacation, snlorios, wtc., and wince the 
number of enployoos 1s supposed to incresee, it seods that a personnel wait 
cennot ba avoided. Jt ie suggested that this wilt could serve in the sang 
time for another purporey that ie the training of the paw recruited am oyees. 


As bo the Statietioes Unit, 1 think this wilt could be sterted ina 
vary eimple ginpe, with one efficient omployee to take care of tho stutistios 
of the taxpayers, taxes collected in number snd in place, -he number of 
employees also Gould de tacen inte consideration to solieve tio cost of taxes 
collected. : t 
8) See Chart o 4 
9) Seo Chapter 11 3 
LY) ee Dawe it Wh a 
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special Anvestigesion bronch te; af tex eves! on is 
be wlwe 2 Qur Lind tod experience indicates that there te ome: 
on in the especially among contractors, profeseionel and 
bueiness men. » this branch bse be oe a if only to collect 
inforaation a. s from diff 8, ‘he neod for this sort. 
of vark de due to the lack of See in the governmental buresus and 


offices, Furthermore, cooperation sonetines is Tass ‘ning fmm the people 
ond it gote pretty difficult without an investigation emplayeed to got the 
necestnry inforantion, 


Die Srench offices 
The actual present system of the branch cachie® offices under the 
euthority of the finance offices ie completely footer for 


offiosont tex ndudnistration. Physietlly, the tax department broncher might be 
oetablished in the Wallding of the Tinanes Offices and chonld affirnotively 
cooperate with the finance people. However, since tax work is o completely 
different procedure, {t seems very in‘ortent Tas the two functions de 
administratively ond technicnlly nop.rated fron tho “inance Ufftoes exeept fer 
tho payment, which could be ascompliched through oe cachier of the Mnenge 
Offices, portly because of the small size of the tax offices, ani prrtly for 
the sake of mininiging the expenditures. And since it in avowed that the 

tax office could be ertablished in the come building ae the Tinanee “ffices, 
oroblems of checking collections would de decreased to a gront extent. 


¢ a 


Host of the oresont tax collections are flowing from thie district, 
Thie Ls true in the enue af corporations and also in the ceae of employees, 
the reason ie obvious since the petroleua works are centraliened in this 
ares of the Mingdom, ‘the Arabion American O11 Company, and its related 
comonies working in the various activities to facilitete the oocomplishnent 
of ofl production, constitute almost the whole nusber of the taxsble 
corporations. On the other hand, employees of theese corporstions who are 
hignly paud constitute moat of the taxeblo employees in the: atrict. 


Ag At wae mentioned before, ali the returne of these corporetions amd 
their employees are submitted to the Headquarter in Jidda, where they are 
aulited and revired, Until now, the tex administration could not aeke any 
field audit for the corporations becalse of the lack of experience employees 
in corporetions audit. Ae for the oil company, some of the auditing corperae 
tions are hired to accomplish the job on behalf of the government. 2ut 
sooner or later the Tax Administration hae got to handle the work itself, 
end singe it is not an ensy task to be handled ty « very recent administra» 
tion, it Le suggested that  rogtonal district should de establiched in 
Dehron, 12) At the outset it could ve olmply arronged through » regional 
(rector who gupervises throe divisions; (a) the Aduinistretion Mviston, 
(bd) » Colleotion Mivieton and (¢) an Audit Divislon, The Adminietretion 
Bren io suggested to include a personnel, wail and typing unit, ond a 
filing unit. “he Collection Mivirion should inciude u Coser Unit ond as 
Aecounting Unit. In the Audit Dvieton it te fundementelly suggested that 
a special unit de established for accounting and suditing potrolows works, 


= 7 Pie 
sa) » i 


Ie wy telatch, emnmatene ont ull ine A aA Ses etd 
agra og py. in this accoun i such plages 
‘pte ty te ited Stator, uaa 


Another major task 46 epplied fron thie detriet to ecoomlich, that 
is auditing #21. the coporations' employees which will be of grant importance 
if the income tax lawe were qnended of the backs that their whole income, 
even that derived fron outside equrces of Saudi Arabia will de taxed to r 
the Jeudi Oovernnont, Thi@ vill be » anjor task partly beomee of the large 
nouber of these employees and partly because it necds more secureoy 
and activity. ; 


Bacide the mentioned branches, the regions] director would be 
regponsible to néminister the tax verk in the eestern pert of the Mngdem 
throagh three major branches and agall dureous 12) to de ectebliched im the’ 
MMtwined Offices on the came, basis described above. 


TD see Chart 0 6 


13). See! Uhart 12. 
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ESTIMATED SAG INCOMB 1952 
C0: Gross Payments: In millions 
Royalty (based on prod at average of 850,000 bpd) $67.5 
On shore 
Offshore $ 2. 
Rental ® .165 
Tax on 1951 Production : $100. 
Tax on 1952 Production glo. 
Other or PB 
Adjustments 1950 return $2.5 
Total gross $217.7 
Deductions: 
Repayment RR advance y 6.789 
Ex-Im Loan % 1.2 
Repayment Jen 1950 loan $ 2625 
Invoices £7.08 
$18. 
Net Aramco Payments 199.5 
minus 1951 payments of tax payable 1952 25. 


TOTAL ACTUAL PAYMENTS $17).5 
OTTER INCOME: 





Customs $15, 
Haj ay 
PHOC | f 
Other Bet ee 
$22, 


TOTAL SAG INCOME 
(estimated) $196. 


Note: Current SAG monthly expenditure approximately $15 million 
though $196.5 million is believed to be reasonably accurate 
based on present production and current agreements between SAG 

_ and Aramco; my personal cuess would place total income by years 
end at nearer 0 million. 










STRICTLY 


«CONFIDENTIAL PAYMENTS MADE BY AND THROUGH ARAMCO TO 
THE SAUDI ARAB GOVERNMENT - SECOND QUARTER 1952 
Pitt AES oan NE Se TE: Se 
Currency of 
Payment Apria « a | ee 
ROYALTIES - GROSS 
Regular $ 4,256,044.61 4,242,888,78 4,207 286.43 12,706,219,82 
ite. 506 ,672 505,106 500,867 1,512,645 
Offshore $ - 14 . & 
ONTAL $ 3 . = - 
1) Wte. + = a hy 
INCOME TAX - COMPANY $ 10,852,938.83 a 8,574,457.00 13,574,457.00 d 33 ,001, 852.83 
LSte. 339,757~0-2a 490,661-15-9 490,661-15-9 1,521,080-11-8 
F.Fr. 21,498,033 a 18,088,915 18,088,915 57,675 ,863 
ARTICLE 7 of 1950 AGREEMENT $ 175,000.00 - - 175,000.00 
PERSONAL INCOME TAX $ 186,008.97 - - 186,008.97 
CUSTOMS $ 8,914.00 3,506.00 22,391.93 34,811.93 
SR 464,201 681,267 498 ,244, 1,643,712 
WORKMEN'S COMPENSATION b SR 36,790 12,555 6,080 55425 
GASOLINE TAXES SR c - - 2 
( TOSTAGE SR 8,686 91,227 80,047 179,960 
ger FEES SR 137,280 70,780 271,992 480 ,052 
OTHER FEES SR 4545929 281,981 198, 1062 935,872 
GOLD POUND BILLINGS Discounted by Arti cle 7 of 1950 Agreement 
TOTALS $ 15,478,906.41 12,€20,851.78 —17,804,135.36 46,103, 893.55 
SR 1,101,886 1,137,810 1,055 325 3,295,021 
LStg. 1,046,429-0-2 995, 767-15-9 991, 528-15-9 3,033, 725-11-8 
F.Fr. 21,498 ,033 18,038,915 18,088,915 57,675,863 


a) Payment of amcunts resulting from the amended 1950 Declaration are included. 
b) Workmen's compensation payments are made to the beneficiary through SAG, 
c) As of August 1951, taxes collected cn sales cf fuel at the Dhahran Airbase, formerly paid to SAG in cash, are 
now included with cther fuel tax collections and credited es invoices presented to SAG, 
Pye 00 of this amount was payment of taxes assigned in 19 
WB. ough personal income tax payments fcr employees of uit service organ- Arabian American 0i1 Company 
ed unde! *Berecuel Income Tax", corporate taxes of these Finance Department 
table 


SS 





uly 2h, 1952 


SAUDI ARABIAN MINING SYNDICATE, LTD. / | f 
JEDDA, HEJAZ SAUDI ARABIA 


* (ley 


Jedda, No.477, 
March 19,1952, 


Dr, Arthur N, Young, 
American Embassy, 
Jidda, 


Dear Dr. Young: 


Referring to your letter of March 16th, 
I have tabulated below S.A.M.8.!' production figures and 
disbursements to the Saudi Arabian Government for the 
year 1951, Included also is the income tax figure for 
1950, which was paid in 1951, The 1950 tax period dates 
from October 13th until the end of the year, since there 
was no income tax levied previous to that date. 


S.A.M.S., Ltd, 


pa Eat Stacia) 
Year 1951, 
Tons of ore milled i ++ 98,039 
Ounces of Gold produced ++ 73,104 
Ounces of Silver produced + 109,912 
Disbursements 
ra 
Dividend declared and paid ++ 20,917 
Royalty on metals produced oa, 5apeur 
Customs duty paid «+ 29,509 oa 
Income Taxes paid (1951).. ++ 70, 094—9—2 
" W " (1950).. oe 7692-95 


79/425 


There have been no payments to date in 
1952, and what the disbursements will be for the present 
year ie problematical. 


Very truly yours, 
SAUDI ARABIAN MINING SYNDICATE,LTD, 





Superintendent 
cc} Mahad Jedda Division, 
" File, 


é e SA, 1,195) 


Basis of Payments to the Government, 
SAMS pays under the following heads: 


1, Five percent of the gross value of all metals produced, based 
upon the statements furnished by the assayer, showing the amounts of 
meta} realized from the concentrates, These royalties are paid yearly 
about April or May on the production of the previous year, On some oc- 
casions SAG has obteined advances in the fall of the year. 


2, Customs, SAMS pays 10 percent on the gross landed cost of sup- 
plies, Payments are made monthly, On goods imported for sale to employees, 
however, the usual duty is paid, 


3. The Government received 15 percent of the stock of SAMS, of which 
3,084,800 shares are now outstanding, Dividends on this stock are paid at 
irregular intervals, 


The following table shows cash payments by SAMS to the Saudi Arabian 
Government, iniuding payments to others for account of the Government? 


Payments to the Government 
DIVIDENDS ROYALTIES. CUSTOMS. TOTAL 

1938 29039 1 3 89039 1 3 
1939 $1129 0 0 889315 0 10022 15 0 
1940 36008 5 9 35008 5 9 
1941 39748 4 4 «#46560 1 8 46303 6 0 
1942 130 2 8 130 2 8 
1943 
1944 4910 0 4910 0 
1945 $114931511 2991016 2 41404 12 1 
1946 3083716 1 1162 311 40000 0 0 
1947 229871110 15124 1m 3 3085815 5 68970 8 6 
1948 5746819 7 11334 8 11 68803 8 6 
1949 5929513 6 377441511 59876 9 4 16691618 8 
1950 33085 14 4 «= 18540 8 0 34613 2 6 86239 4 10 
1951 (Six Mos) 44726 3 6 14100 710 58826 11 4 

ju ps en: <7) ee ee: a? OY 
Total payments! 184331 15 1 26gees 4 8 176438510 62)714 5 7 
U, S, Dollar 


Tqmhvalent: $671,640.00 $973, 787436 $647,050.07 $2,292,477,43 


x eludin Woome tayo paca im 1997, £77792, 4 
hak £7,697 Comempandad € 1990 rdcome. 


~~ 
Production 
Qze Gold Que Silver 
1939 15,864 17,866 
1940 31,964 37,625 
1941 ,520 45,304 
1942 32,697 43,677 
1943 44,330 47,768 
1944 4,569 3,514 
1945 36,215 24,145 
1946 49,227 30,556 
1947 52,838 43,104 
1948 73,976 67,818 
1949 66,835 81,295 
1950 66,251 124,372 
1951 (3 months) 18,083 23,637 
ae 3 124,42 
Total 529,371 590, 682 
Realization on Investments, 


SAMS investment per share of stock is $1.91, Total dividends per 
share are $1,46, In approximate figures, investment would be about 
$5,900,000, of which $4,500,000 has been realized (caleulation based on 
3,084,800 shares), 


Total dividends, figured in riyale have been tm riyale 15,876,533, 
Of this, the Government has received the equivalent of Rls, 2,233,370, 
In addition SAMS has paid to the Government, as royalties, and customs, 
the equivalent of Ris, 5,403,234, The total, Rls, 7,636,604, is 48,16 
of total dividends, 


The stock sells for about 60¢ per share, SAG has bought some stock 
in the market, the amount not being known, 


Zncome Take 


Since passage of the SAG income tax law, SAG has proposed changing 
the contract to subject SAMS to tax, SAMS argues that it has not yet 
gotten out its capital; and that in any event the lease provides the 
definite terms and specifies payments to the Government, hence tax 
should not km be collected, Discussions with the Government are pending, 


Riyal Requirement, 


SAMS is obliged to purchase riyals for local use at a fixed rate 
of 30¢, It buys riyals 200,000 at a time, after consulting with the 


at« 


Government and finding out through what bank to buy, SAMS ships about 
Rls, 30,000 weekly to the mine, They have not found it practicable to 
buy riyals locally at the mine from merchants, They understand that 
merchants often ship riyals back to Jidda, 


Labor, 


When the mine started work the ueual pay was Rls, »75 per day. Now 
the rate is Rls, 4,50 per day, Living costs have risen in the meantime 
but not as much, SAMS finds the quality of labor unsatisfactory, Re- 
ceipt of more money often results in less work being done and less regu- 
larity of attendance, 


c/o American Embassy 
Jidda, Saudi Arabia 


March 16, 1952 


Mr. Charles Nelson 
Saudi Arabian Mining Syndicate 
Jidda, Saudi Arabia 


Dear Yr. Nelson: 


Some time ago your office kindly furnished 
me information regarding payment by SAMS to the 
Government in the first half of 1951. ‘These were 
under the heads of royalties of £44,726 and cus- 
toms of £14,100, There were no dividends, 


Now that 1951 is ended I shall mich appre- 
clate receiving similar figures covering the 
entire year. Also It will be interesting to 
learn whether there have been any payments to 
date in 1952, and what the prospective payments 
are for the current calendar year. It may be 
most convenient for you to discuss the latter 
subject with me when we next see each other. 


Also have you figures on gold and silver 
output in 1951? 


Sincerely yours, 


Cm 


Arthur N. Young 


Dear Mr, Hawkey: 


Many thanks for your letter of February 3 returning me 
the tables formerly sent to me, together with photostats* bringing 
them up to date, These data are most helpful, 


I do not umerstand certain data re sterling and gold 
pounds, I presume that all of the 1951 receipts set out in Table V 
under the heading, "bGold" are British pounds sterling figured at 
$2.80. The 1951 total of gross royalties, &7,062,571, plus the pre- 
mium on 1950 sterling royalties, 5200,855, corresponds roughly with 
the total of 37,157,421 in Table II the equivalent of which is 
figured at $2.80. I do not understand the difference in total. 


But for the earlier years "& Gold" figures in Table V for 
1948 and 1949, respectively set out as &3,378,998 and b4,579,858, 
are exactly the same as figures of payments made in gold sovereigns 
which figures | previously got from Aramco, 


For 1950 the figure in Table V is "bh Gold" 5,071,808, I 
understand that in 1950 payments actually made in gold sovereigns 
were 2,103,194 sovereigns, I am not clear how the 1950 total 
figure, i.¢., "bh Gold" 5,071,808, reflects these sovereigns, At 
$2.80 the value of these sovereigns would be greater, I shall be 
grateful for the explanation, 


1 have understood that payments in actual gold sovereigns 
have not been made by Aramco since July, 1950, 


Sincerely yours, 


(en 


ARTHUR N, YOUNG 


cial Losith ps ju “puael 
hey 





Dhahran 
February 3, 1952 


lr. Arthur N. Young 
c/o‘American Embassy 
Jeddah, Saudi Arabia 


Dear Sir: 


9 


In accordance with your request of January 
we enclose up to date tables covering the fina 
data you requested, The previous sheet 


enclosed. 


are a 
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Attachments (3) 


ARABIAN AMERICAN OIL COMPANY 
New York, New York 
June 26, 1951 


MR. GARRY OWEN 
Jeddah 


I am enclosing herewith a short memorandum which I have 
written on the subject of the Zakat. It is admittedly sketchy. 
The subject. proves to be a difficult one because the principal 
schools of Islamic Law are often diametrically opposed in their 
interpretations with respect to the Zakat. I suspect also that 
my authorities have pursued the subject along classical lines and 
that their exposition is based more upon ancient traditions than 
present practices, 


As general comment, it appears that except for the Zakat 
on the produce of land which is pretty plainly on income, the 
imposition is largely a capital tax. It is surrounded, however, 
by so many exemptions that it seems hardly likely that it could 
fall on anyone except merchants, farmers ani the very wealthy. 


It seems probable, however, that the Zakat, although 
in a large measure voluntary, is taken seriously as an important 
obligation of faith, Certainly, if it is given as much emphasis 
as prayer, the Fast and the Pilgrimage, it must be recognized and 
executed by most Moslems in Saudi Arabia, 


Primarily as a matter of general information, I would 
like to know more about how the Saudi Arab Government expects to 
calculate and collect the Zakat, I know, of course, that there 
has been created a Division of Zakat and Income Tax in the Minis- 
try of Finance and that their recently issued Decree No. 17/2/28/8799 
indicates that the Zakat on cattle and crops has been collected 
heretofore in some fashion or other, Apparently, the new procedure 
consists primarily in collecting half of the Zakat on money and 
goods and leaving the balance to conscience. 


I am particularly curious about the impact of the Zakat 
on wages. I haven't been able to find that it falls on ordinary 
wages at all, except, of course, to the extent that a man's earn- 
ings during the year are reflected in the accumulation of money and 
goods subject to Zakat. 


DOUGLAS ERSKINS 


Dé: HB 
Attachment 
ce; R.I.Brougham-NY 


NOTES ON THE ZAKAT 


The zakat is instituted by the Koran, where it is frequently 
mentioned together with prayer as a basic obligation of Moslems, The 
Prophet has said, "Islam has been built on five pillars, namely, 
testimony that there is no God but the God, performance of the prayers, 
the giving of the zakat, the fast during the month of Ramadan, and 
the Pilgrimage to Mecca, when one can afford it." 


The term "zakat" seems to connote both the idea of spiritual 
purity and the idea of growth and increase, As a derivative of the 
first meaning is the idea that the zakat is something one gives to 
the poor as an act of piety, From the second meaning is derived the 
idea that the zakat arises out of the growth or increase in wealth, 
This development has led to two broad rules, somewhat variable in 
their application and interpretation, to the effect generally that the 

is a religious obligation of Moslems only and that it is an 
obligation occasioned by the ownership of surplus productive property, 


The implications of the first generalization are simple, 
Only Moslems are required to pay the zakat but they are absolutely 
required to do so, Pailure is a sin, The only escape is for minors 
and the insane, and even here different legal schools have different 
opinions, some holding that even they are subject to the zakat, 


The implications of the second rule are numerous, 


(1) Ownership 


The property must be owned in full ownership, Mere 
possession is insufficient, One school holds also that ownership 
without possession also relieves the owner of the zakat obligation, 
As a corollary to the requirement of ownership is the the rule that only 
free persons are obligated, since slaves, although Moslems, cannot 
own property, Possibly as special cases of this requirement are 
debts and dimar property, On the theory that property subject to 
debts is only partially owned, the property is exempt, at least to 
the extent of the debt, Opinion on this subject, however, is quite 
varied, Dimar property is that which, although technically owned, 
has slipped from one's possession with little chance of recovery, 
such as lost, strayed, usurped, or fugitive property, It appears to 
be quite clear that such property is exempt while lost, but there is 
a difference of opinion as to whether gakat for the period during 
which the property was lost is payable after the property is recovered. 


(2) Productivity 


The property must be productive. There are, however, 
a number of artificial rules for determining productivity. With few 
exceptions, and these disputed, gold and silver is always considered 
productive regardless of its form, that is, whether coins, bullion or 
jewelry, Other things appear to be considered productive only when 
put to productive use. Productivity, however, in the case of the 
zakat, on animals attaches only if they are pastured for the purpose 
of procreation, Riding and draft animals are not considered produc- 
tive. However, any animal may be subject to the zakat on articles of 
trade if held for purposes of trade. Articles of trade are, of course, 
considered productive as long as they are held for that purpose, 
Articles held for personal use are not considered productive, Thus, 
one's dwelling and furniture, wearing apparel, jewelry (other than gold 
or silver), books, tools, and so forth, are exempt regardless of the 
quantity and even though not actually used, provided, of course, they 
are not held as articles of trade, 


Notes on the Zakat ~2- 


As a corollary to this requirement is the requirement that 
property be held for a year, since, it is argued by analogy to animals, 
a year must elapse before productivity can be established, 


As a general result of the requirement of productivity, the 
zakat is limited to three broad types of property: (1) pastured 
animals; (2) gold, silver and articles of trade; and (3) the produce 
of land, 


(3) Sumplus Property 


The property must be surplus and certain minimum quanti- 
ties, called the nisab, must be owned. If the nisab of a given prop- 
erty is owed, however, the gakat falls on the entire amount of prop- 
erty and not simply on the excess over the nisab. The combination of 
the nisab, the requirement of one year ownership, and the classifica- 
tion of property subject to sakat, produces some peculiar results, 


(a) Amount of the Nisab ~ Actually, the nisab varies with the 
class of property. It would appear, however, that historically 
the nisab was based upon the weight of 20 mithgals of gold, which 
in early days was equivalent to the value of 20 dinars. This, 
according to the "Dictionary of Islam", amounts to 1320 grains, 
or about 2=3/, Troy ounces (approximately $100, at $35. an ounce), 
The nisab of silver is 200 dirhams which in early times appears 
to have been the equivalent of 20 mithqals of gold, There is 
some confusion, however, because the dirham was originally a coin, 
while the mithgal is a weight and it is difficult to determine 
the value of the ancient dirham in terms of gold weight, This 
complication arises from the fact that the nisab of gold and 
silver is determined by weight rather than value. 


In the case of animals, the nisab was worked out in numbers of 
animals, Thus, the nisab of camels is 5, while the nisab of 
goats is 40, Apparently these ratios were based upon the rela- 
tive values in gold of camels and goats at the time the schedule 
was established, 


In the case of articles of trade, the nisab ie based on appraised 
value and seems generally to have been a value of 200 dirhams, 


The nisab on the produce of land is measured by weight, although 
one school holds that the zakat on produce is required regardless 
of the nisab, The majority appear to hold, however, to the view 
that the nigab of produce is 5 wasq (that is, about five camel 
loads) in the case of goods which are customarily measured in 
wasq, or five of the largest units by which the produce is 
customarily measured if the goods are not measured in wasg, One 
school holds, however, that the nisab of produce not customarily 
measured in wasg is a value equivalent to the value of five wasq 
of the least valuable of the goods which are measured in wasg. 


(b) Reckoning of the Nisab - In reckoning the nisab, only goods 
of the same genus are added together, There is much divergence 
of opinion as to what goods are of the same genus, but the prin- 
ciple is clear, Thus, for instance, in reckoning the nisab of 
caméls, it is not proper to make up a shortage of camels by add- 
ing goats. Thus, four camels and eight goats are not a nisab 

taken together or separately. There is much argument as to 

whether gold and silver is considered one genus or two, with 

opinion about equally divided, Articles of trade, however, are 
all one genus and the values of different kinds of articles may 
be added together, Because gold, silver and articles of trade 


N the Zakat fe 


fall into the same group for purposes of the zakat, some hold 

that the value of articles of trade and of gold and silver may 

be added together in determining the nisab. Others say, however, 
since the t on articles of trade is measured by value while 
that on and silver is measured by weight, these two may not 
be added. The confusion is even more acute in the case of different 
kinds of produce of land, As a simple example, wheat and barley 
are of the same genus but rice is of another genus, 


(c) The Year of Ownership - The nisab must be owned for a year, 
The year appears to have its beginning with the acquisition of 
the nisab. If that is not retained for a full year, no zakat 
is due even though it be lost on the next to last day, There is 
wide divergence of opinion as to whether or not the nisab is 
dissolved if the property is converted from one form to another, 
It appears to be held by many that a conversion of property from 
one genus to another begins a new year, There is further con- 
fusion over the question of whether or not the nisab must be 
complste throughout the year. Some authorities require that it 
be while others say it is sufficient if it be complete at the 
beginning and the end of the year, providing it does not dis~- 
appear entirely during the year, A third group say that the 
latter rule applies to animals and to gold and silver but that 
it is sufficient if the nisab of articles of trade is complete 
at the end of the year, 


Property acquired during the year is added to that already held 
and the nigab on all is paid at the end, However, one school 
holds this to be true if the new property is a product of the 
old but not so if the new property is a distinct acquisition. 


(4) Rate of Zakat 
The rate of zakat varies with the class, 


(a) Pastured Animals - The rate of zakat is in accordance with a 
definite schedule laid down in the traditions, It is surmised 
that this schedule is based upon the approximate rate of 24% of 
the value of the animals at the time the schedule was established, 
The schedule on camels, for example, begins with one goat for 
from five to nine camels, two goats for from ten to fourteen 
camels, and so on in accordance with a progressive schedule, 

The gakat on goats and sheep is one animal out of forty, while 
the gakat on cattle is in accordance with a schedule similar to 
that for camels, The gakat on horses is, at the option of the 
owner, either one dinar per horse, or five dirhams for each 200 
dirhams of the value, Because of certain special rules with 
respect to horses, it is probable that very few horses qualify. 


(b) Gold, Silver and Articles of Trade - The rate of zakat on 
gold, silver and articles of trade is 24% of the weight in the 
case of gold and silver and 2h% of the value in the case of 
articles of trade, 


(c) Produce of Land - The rate on the produce of land is 10g if 
the land is artificially watered and 20% if the land is naturally 
watered, 


(5) GolLection of the Zakat 


The traditional collection procedure is quite archaic 
and probably of little importance today. One important point, how~ 
ever, concerns the traditional attitude toward the right of the State 
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to enforce payment of the zakat. It was early established that prop~ 
erty subject to zakat is of two classes, apparent property and non- 
apparent property. The former consists of animals and the produce 
of land. It is generally agreed that the State has a right to collect 
the zakat on this, although it is arguable whether the State may 
enforce collection if the owner has disbursed the gakat himself, The 
gakat on non-apparent property, i.e., gold, silver and articles of 
trade, is generally disbursed by the owner himself according to his 
desires and conscience, It is much disputed whether the State can 
enforce payment of the zakat on non-apparent property. In practice 
it seems that enforcement of the zakat by the State has generally 
been active in the case of apparent property, but inanctive to the 
vanishing point in the case of non-apparent property. 


Authorities: 





Aghnides, N. P., "Mohammedan Theories of Finance", Columbia 
University (1916) 


Mirza Mohammed Hussein, "Islam & Socialism", Lahore (19)7) 


Mohmud Ahmud, "Economics of Islam", Lahore (19/7) 


June 18, 1951 


September 3, 1951 


Enclosed are six tables of information designed to supply most of the data requested 
in Items 1-10 of the memorandum of August 8, 1951, The tables contain the following 
information: 

Table I contains the data requested in Items 1, 2 and 3. 

Tables II, III and IV contain the data for Items 4, 5 and 6 respectively. 


Table V contains the only information that is readily available in 
relation to Items 7 and 8, 


Table VI contains the data requested in Items 9 and 10, 


It is understood that the information in Items 1] and 12 has already been 
provided, 


August &, 1951 


Data desired 


v Le 


i & 


8 


9, 


10 


Ml. 


Total monthly riyal requirements since 1/1/51, approximate, 
Approximate amounts of riyals obtained in this period from: 
a, Newly minted coins 
b, Purchase from banks 
c. Purchase from merchants or money changers 
ad, Other sources 
Approximate current stock of riyals 
Payments to SAG of royalties by months since 1/1/51, by currencies 
pence /h/s-) 

Payments to SA® of income tax showing al amounts paid as 

due, (b) SAG discount, of amounts not yet due 
Amce | i]s) 

Other payments to SAG: (a) customs, (b) income tax of company 
personnel, (c) othér, 

Revenues of SAG from all sources, by main sources, 1945-49 
both inclusive, (Aramco NY kindly supplied earlier and 
later revenue data). Data desired in riyals if possible, 

Ditto, expenditures for same period, 

kugxage Market value of riyal in dollars, if available monthly 
high and low or monthly average or monthly rates on a given 


date, from Aug, 15, 1945 to date. Also from 1939 if readily 
available, 


Dollar value of British sovereign in Jidda from Aug. 15, 1945 
to May 1947, if available, high and low by months or monthly 
average or monthly rates on a given date, 


Debt of SAG to Aramco: Amount outstanding and schedule of 
repayment of principal and any commissions (interest?): 


(a) Railway 
(b) $6 million loan 
(c) Other if any, 


Estimate of further debt to be contracted for the ra lway and 
schedule for its repayment (approximate), 


C/O AMERICAN EMBASSY 
Jidda, Somat Arabia 





Mr, Frank Cameron, ry 
General . 


Manager 
Send Arabian Mining Syndicate, Ltd., 
Jidda, Hejar Sond Arabia 


Dear Mr, Cameron: 

I thank you for your letter ofdugust °9 enclosing » memorandua 
prepared by Mr, L, D, Crattenden containing the information I re- 
quested regarding your Company's payments to the Seudd Arabian Gov~ 
ernnent., This memorandum is just whet I needed. 

Sincerely yours, 


Arthur 3, Young 
Vinaneial Adviser to the 
Kingdom of Saudi Arabia 


eS 


SAUDI ARABIAN MINING SYNDICATE, LTD. 
JEDDA, HEJAZ SAUDI ARABIA 


MAHAD DAHAB 
29th August 1951, 


Doctor Arthur N, Young, 
C/o American Embassy, 
JEDDA 


Dear Doctor Young: 


Enclosed is a memorandum from our Chief Accountant, 
Mr, L.D, Cruttenden, to which is attached the information which you 
requested regarding payments by the Saudi Arabian Mining Syndicate, 
Limited, to the Saudi Arabian Goverment, 


With kindest regards, 


Sincerely yours, 


Ct 


Frank Cameron, 
General Manager, 


cc: File, 


MAHAD DAHAB 
28th Aurust 1954, 


MEMORANDUM FOR MR, CAMERON: 


In accordance with the request of Mr, Arthur N, Young 
there has been prepared and is attached a schedule showing by years cash 
payments made to or for the account of the Saudi Arabian Goverment cover- 
ing settlements of Royalties, Customs and Dividends, 


Mr, Young requests that our yearly figures go back to tne first 
year in which a dividend has been paid, ‘This was the year 1945. However, in 
view of the fact substantial payments against Customs and Koyalties were 
made prior to the year in which the first dividend was declared, these pay- 
ments have been included, The total oi such Customs and Royalty payments is 
£100553-1-8 or $405229, 13, 


The payments indicated in the attached schedule represent years 
in which paid, rather than year in which liability to the Government was 
booked, 


As Sterling was devalued in September 1949 and most of our 
payments have been made in U.S, Dollars, it is felt that the inclusion 
of Sterling totals alone would create a distorted impression, I have there- 
fore included the U.S, dollar equivalent for each class of payment, 


Dividends have been paid directly to the Guaranty Trust Company 


of New York, Our basis of calculation has been 15% of the authorized stock 
issue, 


Sincerely, 


ORIGINAL SIGNED BY 
L. D, CRUTTENDEN 


_ ANALYSIS OF CASH PAYMENTS MADE BY S.AMLS,  ~ 














2 MD, 10 11% SAVDI_ ARABIAN GOVERIOIRE, 
‘key DIVIDENDS ROYALTIES CUSTOMS TOTAL 
1938 90399 4-3 9039 1 5 
4 - wit 0 0 8893145 0 1002215 0 
1940 : 208 25 9247-4 25942 17 14 
1944 A 09 EM saangtent  3BBKI-16 1! 
4942 . Gis a 28 150 2 3 
194.3 : 
1944 f f " is) 
1945 yy Yor Vee!) F 19h93 15 14 RFE I~ “kh270—9 5 
1946 38837 16 11162 «314 = 0000 0 0 
1947 22987 1110 © 1542h 1 3 3085815 5 «© 68970 8 6 
4948 57468 19 7 14334 811 68803 8 6 
1949 59295 13 5 S77 15 11 «459876 9 & 156916 18 B 
4950 33085 14 4 18540 8 0 5h61S 2 6 86239 10 
1954 (Six Mos) 44726 3 6 14400 710 5882611 
6484331 15 4 250471 43 1 169878 4 2 GOk3B1 12 
‘TO OTHERS FOR a/c ; 
OF GOVERNMENT | 
 49h0 9065 7 10 9065 740 
“19M 1393 8 5 6560 1 8 7953 10 4 
_ t9he 130 2 8 19 2 8. 
19h 49 10 0 19 10 0 
1945 154 2 8 13h 2 8 
\ 1077211 7 6560 1 8 17332 13-3 
Total Payments : £184331 15 1 260944 & 8 176438 5 10 £621744 5 4 


U.S, Dollar Equivalent: $674 640, 00 $973787. 36 — $647050, 07 92292477443 


“(Incorporated in the Babama Islands) 








Directors: 
R. F. GOODWIN, President (American). RT. HON. ARTHUR STUART EARL 
F, J. HUMPHREY (American). CASTLE STEWART, M.C. 
J. ©. EMISON (American). H. R, EDWARDS (American) 
His Excellency Shaikh ASAD AL-FAQIH (Saudi Arabian National). 
Offices: 
FREDERICK STREET, NASSAU, BAHAMA ISLANDS. 





REPORT OF THE DIRECTORS 
20th June, 1951. 
TO THE SHAREHOLDERS, 
Dear Sir (or Madam), 

The Directors submit herewith the Balance Sheet of the Company as at 31st December 1950, and the Statement of Profit 
and Loss for the year 1950. A summary of the annual report of Mr. Frank Cameron, General Manager, follows: 

“Operations at the property were continuous throughout 1950, The average rate of production was maintained at 5,358 
tons of ore per month, in comparison with 5,085 tons per month for the previous year. Total ore milled during 1950 showed 
an increase of 5 per cent over the tonnage milled in 1949, but the grade of ore for the year was lower, showing a decrease of 
9 per cent from 1949, ; ‘ : 

Development for the year totaled 1,409 feet; of this amount 874 feet, or 62 per cent were in ore. This compares with 
1,928 feet in 1949, of which 62 per cent were in ore. In addition, 4,094 feet of diamond drilling were completed. During the 
years 1949 and 1950, development work was curtailed during periods of power shortage. : 

No new veins were discovered during the year, but some additional ore was developed on No. 4 and 14 veins on the 
150-foot and 450-foot levels. ; 

Deep diamond drill intersections mentioned in the annual report for 1949 below the 600-foot level on No. 4 vein showed 
negligible gold values at the 750-foot level and no vein formation was encountered at the 850-foot level. During the year 
1981, diamond drilling and development will be confined mostly to the south end of the mine which at the present time 
appears to be the most favorable section for development. 

Production figures for 1950 as compared with the two preceding years are as follows: 









Content of 
Precipitates 
A Pounds Tons and Concentrates 
Tons Ounces Precipitates Concentrates Ounces 
Year Milled Per Ton Produced Produced Gold Silver 
1948 ... . 3 1.584 15,907 813 73,972 67,818 
1949 61,061 1,113 17,337 944 66,835 81,295 
1950 .... 64,299 1.057 20,265 712 66,202 124,287 


Total assured and probable ore reserves estimated as of 31st December 1950 were 93,300 tons assaying 1.12 ounces 
gold per ton after allowing for dilution. Approximately 60,000 tons additional marginal grade ore are indicated which might 
be mined profitably under favorable conditions in the future. It has been pointed out in reports of recent years that the life of 
the mine, based on reasonably assured ore reserves, would be about two years unless further exploration developed addi- 
tional ore. New ore developed during 1950 amounted to 47,754 tons of a grade of 1.18 ounces gold per ton, after allowing for 
dilution, Comparative figures for 1949 were 52,117 tons with a grade of 0,78 ounces gold per ton. New ore developed during 
1950 is 16,538, tons less than tonnage milled. There is reasonable hope for a further increase in tonnage during the current 
year, which will prolong the life of the operation for another year or so. It is apparent, however, as stated in previous 
annual reports, that profits will decline with the mining of lower grade ore and with the increased cost of labor and supplies. 

A third 750 H.P, Diesel engine ordered early in 1950 did not arrive at the property until mid October. The switch 
panel for the engine arrived February 26th, 1951. This Diesel engine was placed in operation on March 11th, 1951. With 
the increased power, the mine and mill will be able to operate at full capacity and a greater amount of mine development 
work can be accomplished, 

As a result of extensive test work, the use of a small amount of mercuric chloride in the cyanide circuit was commenced 
in December 1950. Better economic results have been obtained from the mill operation and, in addition, it has been possible 
to dispense with the flotation circuit. 

In compliance with the Labor and Workman Regulations of the Saudi Arabian Government, forty-three houses for 
married workmen, a school for Arabian children, and an addition to the Chief Soldier’s house were constructed in 1950. In 
addition, following instructions from His Excellency, Najib Bey Ibrahim Salha, Assistant Deputy Minister of Finance, a new 
house was built for a Government representative and facilities were installed for a fresh water system to service the work- 
men’s townsite. Total expenditures for the foregoing amounted to £30,024. In addition, a two-man dwelling was constructed 
for staff employees. ‘ 

_ Substantial capital expenditures were made during 1950 with the object of maintaining operations at capacity, The most 
important feature was the purchase and installation of the third 750 H.P. Diesel engine. 

In accordance with instructions from His Excellency, Najib Bey Ibrahim Salha, Assistant Deputy Minister of Finance, 
wages of underground workmen were increased by 15 per cent, effective October 12th, 1950.” 

“During 1950 your Company received smaller premiums on its sales of gold than were obtained during 1949. Earnings 
were correspondingly adversely affected. 

Profit for the year was £289,348 before charges for depreciation in the amount of £37,816. 

_ The Saudi Arabian Government enacted an income tax law under decree dated November 4th, 1950, This provided that 
incomes of corporations were subject to a tax of 20 per cent. In the opinion of the management, your Company is not liable 
for such income tax in view of the terms of the mining lease granted to the Company by the Saudi Arabian Government. 
This lease specifically exempted the Company from all direct and indirect taxes, except customs duties for which specific 
provision was made, 

The lease provided that the Government of Saudi Arabia was to be allotted, without cost, 15 per cent of the shares of 
the Company operating under the lease, As will be noted from the Balance Sheet, this obligation has been met. Also, the 
lease provided that the Government be paid a 5 per cent royalty on the value of the products exported, In addition, customs 

} duties were to be levied on all equipment and supplies imported for the operations of the Company, Under the foregoing | 
provisions, the Government of Saudi Arabia received during 1950, 15 per cent of total dividends paid, or £33,086; £53851 
in the form of custom. duties; and £47,584 as royalty on Products exported. yThe total of these three payments te £114,521. ¢ 

As stated in previous annual reports, the Company has been advised by Bahamian counsel that, in the case of the death 
of a shareholder and a request by his executor for the transfer of his shares, the Company must receive evidence that 
probate or letters of administration have been sealed in the Bahama Islands, which would also involve payment of probate 
duty to such Colony, before the Company may transfer such shares. For non-residents of the Bahama Islands, this process 
may involve undue effort and expense if decedent's shareholding is relatively small. In view of inquiries received by the 
Company, we wish to advise our members that shares on the Vancouver Register are not exempt from the above require- 
ments. Since the ag at Vancouver is an unofficial branch register maintained for the convenience of members, all 
transfers are required to be recorded on the official register in the Bahama Islands. 

The Directors are glad to acknowledge the cooperation and loyal service of the management and all employees in Saudi 
Arabia during the year, 

In conclusion, the Directors acknowledge the continued interest of the various departments of the Saudi Arabian Govern- 
ment in the operations of the Company. 

DIVIDENDS. 

During the year two dividends of 10 cents each (U.S, currency) were declared, equivalent in total to £220,342,17,2. 
DIRECTORATE, 

The Directors retiring by rotation, Rt. Hon, Arthur Stuart Earl Castle Stewart, M,C, and R. F. Goodwin are eligible 
and offer themselves for re-election, 

APPOINTMENT OF AUDITORS, , 
It is proposed that Russell & Company of Alexandria, Egypt, be appointed auditors for the ensuing year at a fee to be 


eed 
—— Respectlully submitted, 
R, F, GOODWIN, President, 


SAUDI ARABIAN MINING SYNDICATE, LIMITED 


(Incorporated in the Bahama Islands) 





BALANCE SHEET AS AT 31st DECEMBER, 1950 











ASSETS 


FIXED ASSETS: 
MAHAD DAHAB MINING PROPERTY: 


As valued by the General Manager on the 25th May, 1939, including the cost of 
acquiring the Concession (£115,800), and prospecting and development 
expenditure on the Concession to the date of commencing operations, 
( £248,473 0s. 5d.), less refund (£757 11s. 6d.). As per last Balance Sheet... 


PLANT, BUILDINGS, MACHINERY AND EQUIPMENT: &€ « a 
At Cost less Depreciation as per last Balance Sheet.......... 54,112 3 : 


RTS GEIR CRD FOB spec erenecsictnicecercsnteccticcerienesinis 40,617 6 
94,729 10 4 


Less: Depreciation ........... 


OFFICE BUILDINGS, HOUSES AND EQUIPMENT: 


38,722 10 4 





At Cost less Depreciation as per last Balance Sheet 10,191 5 5 
Additions during the year. = 11,668 11 6 
21,859 16 11 

MIME, TOR OCERCION: “sessrccscsisictimegconndivaneiackensirteenitautaemescicomiipiocte, AON Ley Af 

VEHICLES: 

At Cost less Depreciation as per last Balance Sheet 9893 7 0 
Additions daring the yeat.cccecsscscsnsssccsssccsesescscicsssssanresoniemeneneneee 9109 6 

‘ 19,076 16 6 

Less: Depreciation. .......... 9019 16 2 


CONSTRUCTION WORK IN PROGRESS: 


Balance as per last Balance Sheet... 


ung 1 7 36,299 12 11 
Additions during the yeatoccccccccccccsoswsscssseveee ; 4 


92,893 7 


129,193 0 3 
Less: Completed Works: gy Sea ¢ 
Plant, Buildings, Machinery and Equipment 40,617 6 7 


Office Buildings, Houses and Equipment... 11,668 11 6 
Value of Works written off to 
General Maintemance -.csccccessccsseeenee a0 a} RR AE2 oe oe 





PREPAID RENT AND INSURANCE. 
DEFERRED CHARGES secsosscsnssnsen 


CURRENT ASSETS: 


UNLIQUIDATED PRODUCTS, at Cost as certified by the General Manager....... 
MATERIALS AND SUPPLIES, at or under Cost as certified by the General 

Manager foie : caaaemnia 
ACCOUNTS COLLECTABLE . 
CASH AT BANKS AND IN HAND 








363,515 


56,007 


12,924 


10,057 


76,850 
3,600 
15,181 
162,922 


251,835 
3,248 


318,615 


s. d £ os 
8 il 

0 0 

4 3 

0 4 

19 1 519,354 12 7 
5 6 

13 1 18781 18 7 
8 7 

7 6 

¥ 32 

5 1 736621 6 4 
eg 


LIABILITIES 


CAPITAL AND SURPLUS: 
SHARE CAPITAL: 
Authorized: 
3,088,000 Shares of 5/- each 


Issued: 
3,084,800 Shares of 5/- each, fully paid... cccccccccssmmesnunssessnnsnsnncsnsnensesscsneeeeee 


SURPLUS, as per Statement of Profit and Loss attached.......:..::c:coocsssvsscsssseeesunseeeeee 


RESERVES: 


Reserve for Local Staff Severance Payments.............. Sanondnadenen 
Reserve for Workmen's Compensation Payments..........cco0:ssssssese 


CURRENT LIABILITIES: 
SAUDI ARABIAN GOVERNMENT: 
Amounts payable for Customs Dues........... 

















Reserve for Royalties. 
ee 
TOBE OMI A CORIUITE ociesesscacrinsszvprcrerstansstpalscitintonnanfccentos 23,565 3 8 
Advances for Materials and Supplies..............0 . 12934 11 8 
Advances on Account of Royalty and Customs... 267,378 0 0 


ACCOUNTS PAYABLE AND ACCRUED CHARGES... 


NOTES 

A—The Syndicate is under an obligation, as part of the Consideration for the 
granting of a Mining Lease, to allot to the Government of Saudi Arabia, 
fifteen per cent of the Nominal Capital of any Company, or Companies 
formed for the purpose of operating on any Properties included in the 
Mining Lease. In the case of this Company, the fifteen per cent has 
been duly allocated on the Nominal Capital. 

B—Depreciation on Plant, Buildings, Machinery and Equipment, both at Offices 
and Installations, is being charged to Profit and Loss on an ore reserve 
basis. In accordance with accepted accounting practice, depletion on 
Mining Property is not being charged to Profit and Loss; the 
accumulated total thereof, computed on an ore reserve basis, amounts 
to the sum of £331,920 2s. 2d at 3lst December, 1950, 

C—The Management is of the opinion that under the terms of the Mining Lease 
granted to the Syndicate by the Saudi Arabian Government, the 
Syndicate is not liable for any income tax under the Decree of 4th 
November, 1950, and, accordingly, no provision has been made therefor, 

oTat 
R. 3 Beek } Directors 





a ae 

. m0 00 
771,200 0 0 
388,159 13 3 
24,089 0 10 
12,519 18 7 
128,954 12 0 

. 232,322 8 0 
361,277 0 0 
303,877 15 4 
57,399 4 8 
21,390 0 2 


1,159,359 13 3 
36,608 19 § 
78,789 4 10 














REPORT OF THE AUDITORS TO THE MEMBERS OF THE SAUDI ARABIAN MINING SYNDICATE, LIMITED 


J a » eXD Hf 7 * . . . . . . . . ’ 
; iW e have examined the above Balance Sheet dated the 31st December, 1950, with the Books of the Company, and we have received all the information and explanations we have required, Subject to the valuation placed upon Construction Work 
ay Progress, Unliquidated Products, and Materials and Supplies, and to the final settlement of the position with regard to the Saudi Arabian Government Accounts, at present under negotiation, we are of the opinion that the above Balance 
Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Company's affairs, according to the best of our information, the explanations given us and as shown by the Books of the Company 


Khartoum, 11th May, 1951, 


RUSSELL & CO,, 
Chartered Accountants. 














TO. COST OF PRODUCTS LIQUIDATED no ncponncsscoschsatetedasacciendcunserdlie 
”" DEPRECIATION CHARGED TO PRODUCTS LIQUIDATED................ 


Pi RA DUOE TA ACS ET INDIE. fic cscs Sih Sabh dances cegieeniccineensdiet 
" BALANCE, BEING NET PROFIT FOR. THE YEAR, carried down 


TO DIVIDENDS DECLARED DURING THE YEAR ENDED 
31st DECEMBER, 1950.00... Ce | 
" BALANCE, carried to Balance Sheets 








£ 
437,531 
37,816 


388,159 13 3 


ese 


STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED THE 31st DECEMBER, 1950 
- @ Bcsteoath £ ss d & sd 
i BY GROSS VALUE OF PRODUCTS LIQUIDATED. aenee 820,002 12 § 
7°10 475,347 17 § Less: ctl 
Royalty to Saudi Arabian Government 41,242 4 10 
25,588 19 4 ee SIE OLED 29,249 17 2 «70492 2 0 749510 10 § 
251,531 18 9 " MISCELLANEOUS EARNINGS ........ 2958 5 1 
£752,468 1S 6 £782,468 1S 6 
SURPLUS ACCOUNT 
- BY BALANCE brought down...... wh 251,531 18 9 
220,342 17 2 " BALANCE brought forward at Ist January, 1950 386,970 11 8 





en 


SAUDI ARABIAN 
MINING SYNDICATE, 


LIMITED 


(Incorporated in the Bahama Islands) 








Directors’ Report 


and 
Balance Sheet 
For the year ended 31st December, 1950. 








OTICE IS HEREBY GIVEN that the 
Fifteenth Ordinary Annual General Meeting 
of the Shareholders of this Company will be held 
at the Bahamas General Trust Company Limited 
Building, Frederick Street, at the western end of 
Shirley Street, in the City of Nassau, N.P., Bahama 
Islands, the Registered Office of the Company, on 
the 15th day of August, 1951, at two-thirty o'clock 
in the afternoon, for the following purposes: 
1. To receive the Directors’ Report and State- 
ment of Accounts for the year ended 3lst 
December, 1950. 


nm 


. To elect Directors. 


3. To appoint Auditors and fix their remunera- 
tion. 


4. To confirm interim dividends paid out of the 
profits of the Company to 31st December, 
1950. 


. To transact any ordinary business of the 
Company. 


By Order of the Board, 


G. A. BROCKINGTON, 
Secretary. 


wn 


Frederick Street, 
Nassau, N.P., 

Bahama Islands, 
June 29th, 1951. 


PRODUCTION 


4th 


S UWA 
Ozs Ag. 


17,866 ,46 
37,625,12 
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590, 682.78 
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Extract from letter of April 16, 1952, from R. S. Hawkey, 
Aramco, Dhahran, to Arthur li. Young. 


Payments Made By and Through Aramco to tne Saudi Arab Govern- 
ane ~ First quarter 1952. You Will note that we have Split 
arch payments into two parts corresponding with the Govern- 
ment's fiscal year which begins on 1 Rajaob 1571. In an en- 
deavor to separate our April 1951 payments into portions re- 
lating to the beginning of the last Saudi Arab Government 
fiscal year, we found that our historical financial records 
do not make such an analysis possible except after a great 
deal of research, Since the first part of Rajao 1370 fell 

on April 8, 1951 and since all our principal payments to the 
Government fall in the latter part of the month, it is reason- 
able to assume that nearly all our April 1951 payments to SAG 
were in the fiscal year beginning 1 Rajab 1370. 








i. | 
f a 


MEMORANDUM FROM GARRY OWEN 


* JEDDAH, SAUDI ARABIA. = duly 1951. i 








MR. ARTHUR YOUNG, c/o The American 
Embassy, Jeddah. 


I enclose copies of the financial 
statementswhich we lcoked at this 
morning, with revisions to bring 
them up to date. 


With respect to the two statements 
covering the year 1951, you will 

note that one shows actual receipts 
from 1 January to 15 July, and the 
other estimated receipts to be re- 
ceived from 15 July to 31 December. 


You will n te also that a different 
riyal conversion rate is used for the 
last half of the year than was used 
for the first half. 





Go/f 


Attachments - 3 


cco: W,Brewer, 


























SAUDI ARAB GOVERNMENT RECEIPTS FROM ARAMCO 
22 Rabi' I - 10 Shawwal 1370 A.B. 
\ January - 15 July 1951 A.D. 
(Includes Advance made 17 Rabi' I 1370 A.H. - 27 December 1950 A.D.) 


U.S. Dollars Saudi Riyals 
Gross Receipts 
Royalty $24,076,835 SR 89,173,463 
Premium on 1950 Sterling 
Royalties 562,394 2,082,942 
Tax (including Discounts) 46,598,903 172,588,529 
Article 7 350,000 1,296 296 
Billings 39,072 4,711 
Riyal Receipts (Customs and 
Fees, etc.) 2,218,918 8,218,216 
Gross Receipts $73,646,122 SR 273,504,156 
Deductions 
Exim Bank $ 600,000 SR 2,222,222 
Railroad 935,626 3,465,281 
Invoices 1,286,998 4 766,659 
Total Deductions 2,822,624 10,454,162 


Net Cash Receipts from Aramco, (Including 


Tax Discounts) $72,023,498 SR 263,049,994 


SR 1 = $0.27 
$1 « SR 3.7 = SR 3-15-20 


Jeddah, Saudi Arabia, 
16 July 1951. 


Gross Receipts 
Royalties 
Rental 
Tax 
Article 7 
Riyal Receipts (Customs & 
Fees, etc.) 


Gross K&ceipts 


Deductions 
Exim Bank 
Railroad 
$6 Million Loan 
Invoices (Est.) 


Total Deductions 


Net Receipts from Aramco 


SR 1 » $0,275 
$1 « SR 3-14-0 


ESTIMATED 
SAUDI ARAB GOVERNMENT RECEIPTS FROM ARAMCO 
10 Shawwal 1370 A.H - 2 Rabi' II 1371 A.H. 
15 July - 31 December 1951 A.D. 


U.S. Dollars __ Saudi Riyals =e 
$37,600,000 SR 136,727,000 ® 
165,000 600,000 
2,800,000 10,181,000 
350,000 1,273,000 
-1,843,000 -64100,000 
$42,758,000 SR 155,481,000 
$ 600,000 SR 2,182,000 
6,695,000 24 345,000 
3,750,000 13 ,636 ,000 
1,800,000 6,545,000 
12,845,000 46,708,000 & 
$29,913,000 SR 108,773,000 





Jeddah, Saudi Arabia, 
16 July 1951 


ESTIMATED REVENUE AND EXPENDITURES OF THE SAUDI ARAB GOVERNMENT 
(Based on Aramco Estimates and SAG Budget) 
1 Shawwal 1370 4.H.- 1 Rajab 1371 A.H. 
6 July 1951 A.D. - 28 March 1952 A.D. 


U.S. Dollars Saudi Riyals 


ESTIMATED RECEIPTS: 


Aramco Royalties (Gross) $ 46,700,000 SR 169,818,000 
Aramco Rental (Assume included in 
Chapter 5 below) 
Aramco Company Tax: 1951 14,400,000 52,364,000 
25% of 1952 24,000,000 87,273,000 
Aramco Personal Tax 10 ,000 1,273,000 
$85,450,000 SR 310,728,000 
9/12 of Budgeted Receipts: 
Chapter 1 (Arts. 1,2,4,5,6) $ 1,897,500 SR 6,900,000 
Chapter 2 17,791,125 64,695,000 
Chapter 3 2,956,576 10,751,186 
Chapter 4 (Arts. 32-35) 160,893 585 ,064 
Chapter 5 2,361,563 8,587,500 
Chapter 6 612 ,563 2,227,500 
Chapter 7 5,156,250 18,750,000 
30,936,470 112,496,250 
Total Estimated Receipts $116, 386,470 SR 423,224,250 
ESTIMATED EXPENDITURES: 
9/12 of Budgeted Expenditures 
of SR 490,000,000 $101, 062,500 SR 367,500,000 
Add: Compensation for Budget 
RR Repayment Underestimate 7,550,000 27,455,000 
Total Estimated Expenditures $108, 612,500 SR 394,955,000 
ESTIMATED SURPLUS $_ 7,773,970 SR 28,269,250 


(*) As result of tax advances subsequently 
arranged the tax balance for 1951 is 
approximately $2,800,000. 


$1 = SR 3-14-0 
8R 1 = $0.275 


Jeddah, Saudi Arabia, 
16 duly 1951 


August 28, 1951 
MEMORANDUM 

Najib asked DePrecourt some days ego whether the Banque 
akk de 1'Indo-chine would discount Aremco notes forf$25 million 

March 
due/dumm 15 mf and £25 million due June 15 of next pear, lhe 
Bank consulted the Chese National Bank of New York, which re- 
plied that beceuse of frb restrictions, they could not discount? 
more then £10 million by October, and that by December 14 they 
would be in a position to reconsider and decide whet they might 


do, ‘They also indicated that they would have to be satisfied 


with the form of obligation of Aramco, 





August 12, 1951 
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MEMORANDUM 
1, Revenues of SAG from ‘Aramco in 1951 were approximately 
as follows: 
(figures in millions) 
wi\93 
Royalties . $35 -i0 ng 326, iQ? 
Tax 49 “9 -- 
Customs, etc. 4 1 
FS:) £28 


Total 


file « 


ae 


2, “ from Aramco in 1952 will be about £160 million, 
of which about £65 million will be royalty and $95 million tax, 


3, Approximate deductions in 1951 by Aramco are: 


(figures in millions) 


Monthly 
Exportelmport Bank ol 
Invoices 5 
Railway (beginning 
June 1951) lel 


$6,000,000 Loan of 
January 1950, (bee 
ginning August 1951)___.75 


Total $2.25 





Totel to be paid 
Aug.-Psc, 1951, 


4, The schedule of repayment of debt to Aramco is, ape 


proximately: 
(figures in millions) 
195) i952 
$6,000,000 Loan 3.75 £2, 25 
Railway Loan , 
Total 11.75 eo 


ee la 


e2e« 


5, SAG should have received in 7 1/3 months to date: 


%3 x 116 million © 71 million, or Je 6 REM at 
12 say £10 million per month, wrbal se 


sic has been getting from Aramco to date in 19h about 12 mile 

lion monthly, including advm ces, ae 
For the rest of 1951 SAG will receive from Aramco only 

#28 million, approximetely, or about f6 million monthly, + fae qos 
6, Therefore, to maintetn SAG in "The style to which It 

has been accustomed", SAG would need for the rest of the year 


about £5 to $6 million gonthly, 
* 





intial August 12, 1951 


: SAG would need 95-6 million per month till the end of 
1951 to live "in the style to which it has become apoarboned® 
While present Yevenue shortage should work for economy, SAG has 
budgetary and other commitments which it cannot suddenly cut. 
The Syrian loan suggests that need for econony has not taken 
a@ deep hold. 

2. SAG needs a Steady flow of revenue. while data on flow 
of expenditure are inadequate, it seems as if they run fairly 
equal from month to month except for; . 

a. Occasional extras like the Syrian loan; 

b. Repayments to Aramco for the railway ($1 million plus 

beginning June 1951) and for the 36 loan 
($750,000 aeomiy from August 1951 through March 1952). 
Repayment to Aramco of course should have been foreseen and poet 
ided for, but was not. These payments of about §2 million per 
month are a factor in disrupting the program of SAG, 

3. I do not see how SAG can manage without some form of 
advance, [0 avoid possible legal problens in anticipating the 
January 1952 tax payment, a straight credit may be the vest 
solution, say $25 million available in five equal monthly lots. 

4. The schedule of repayment of present debts and any fure 
ther advanoe should be devised so as to "smooth out" the flow of 
revemes. in 1952, Begs, not all the January tax money should be 
applied to the repayment, but perhaps $1520 million, against all 
debts. 





~ Ancome tax in monthly instalments, say half, It might be well 
to leave some exceptionally lagge payments, on the assumption 
that SAG will wish to make further advances in future, that 

on the precedents cannot easily be refused, 

6. In any way that may be feasible and desirable , it 
would be well to use the making of any further advance to 
bring home to SAG the need for financial responsibility. 

This is hard for Aramco, without seeming to meddle in SAG's 
affairs, But She US Government might say something. 

Te To clear Aramco, the King should know that Aramco has 
met all obligations to date and in fact in 1951 has already 
provided about $J¥ million whereas only about $50 million is 
due. He should know that he is spending next year's reveme, 

8. As to the US Government angle, there may be pressure 
to amend the Stabilization Agreement of 1950, The new gold 
coins are yet to be paid for - those here being carried by a 
advanoe by the Dutch Bank, Some reserve will be needed to 
introduce them even if the Government puts them out close to 
bullion parity as it should, Pending experience with the coins 
the amount of reserve is hard to estimate, but it should not be 
relatively large - perhaps 1-2 million, or of that order, 


5+ Consideration might be given to paying part of the 1952 





— 


ngage, 1952 


“1, Net payments to August 12, 1951, were about $61 
million - at the rate of ebout $11 million per month, 

2. Net peyments for the rest of 1951 will be about 
£16 million or about £3.5 million per month. 

3. To maintain the rate of spending of this year to 
August 12, £7.5 millfion per month or gay $35 million for 
the rest of the year would be necded, 

4, At that rete SAG wealé spend about £132 million 
(11 million per month) in 1952, Gross from Aramco in 
1952 assuming 650,000 bpd would be #160 million; but there 
are deductions of about £16 million, leaving about $144 
million nets «Hence only about £12 million would be available 
to repay any edvence made now. 

5. Clearly SAG must reduce its rate of spending below 
that of 1951 to date. The above estimate for 1952 may be 
too optimistic. | 

6, If further advances are made in the near future, 


they should be in instalments at the rate of about £5 million 


ld fog | 


per month, 


August 22, 1951. 


MEMORANDUM, 
The following is figured es of August 12, when SAG had 
Substantially completed arrengoments to discount August: royal- 
ties end certain tax payments to effect the Syrien Loan: 
1. Revenues of SAC from Aremco in 1951 are approximately 
as follows: 
. “(figures in mtl1ions) 


Jan. 1 to Aug. 12 to 
- af Dec, 31 
already paid ota) 

Royalties $36 f22 $58 
Tax 48,7 oe? 49.4 
Customs (includ- 
ing payments on 
behalf of eme 
ployees) ete. _ 4 i ae oe 

Total $08,7 $23.7 fl12.@ 


2, Estimated revenues from Aramco in 1952, assuming produce 
tion continues et 850,000 bpd, will be about #160 million, Of 
this about £65 million will be royelty end £95 million tax, 

5. Approximate deductions in 1951 by Aramco are shown be- 
low, The August deductions are shown as made August 12 because 
they figured in calculating the royelties discounted to make the 


Syrien loen in early August: 


)/ Including $4 million for the Syrian losn of August 1961, 








- 2 - Fy 
(sigures in millions) a 
Deductions Total to be 


ar fee. tt 


Export-Import Bank f.1 2.4 
Invoices, spprox, Pe 2.4 1.2 
Rallway (beginn! 
£6,000,000 Loan of 
January 1950, (be- : 
Total p2.25 £7.25 78.9 








4. The schedule of repayment of debt to Aramco is, ap- 








proximately: 
(figures in millions) 
1951 1952 1,255 1954 
$6,000,000 Loan $3.75 2.25 
Railway Loan 8. 14, / fis. 1 fs.5 
Total £11.75 £16.25 pis. $3.5 








5. SAG should have received as gross revenue from Aramco 
in 7 1/3 months to date: 


he x #112,4 million * £68,5 million, or 
say 49.5 million per month, 


SAG, however, has received from Aramco as gross revenue in 196) 
up to August 12, as direct revenue end proceeds of discounting 
anticipated revenue, a totel of #88,7 million, or ebout 12 mil. 
lion monthly (teking account of the recent edvance for the 
Syrian loan), 


V Assuming production of 850,000 bpd, 


"4 


os 


Net receipts from Aramco from January 1 to August 12, 
1961, after deductions of about #7,% million and discounting 
the total August royalty, were about £81 million, This is 





about 711 million monthly net. 

For the rest of 1951, from August 12, SAO will receive as 
gross revenue from Aramco (assuming 850,000 bpd) only £23.7 
million, approximately, averaging about /5 million monthly, 
Deducting £1.85 million monthly for the four months from 
September 1, or £7.4 million, the estimated net receipts from 
August 12 to December 31 will be only about £16,3 million. 
This is at the rate of sbout £3,5 million per month net. 
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0/0 AMBRICAN EMBASSY 
JIDDA, SAUDI ARABIA 





July 31, 1952 


His Excellency Najib Bey Salha, 
Jidda, 


Your Excellency: 


In confirmation of our conversation the other day, 
I shall greatly appreciate receiving a statement showing 
the receipts of the Saudi Arabian Government from each 
source of revenue. According to my information, the 
principle sources of revenue have been; Aramco royalties 
and rents etc.; Aramco beg Pacific Western 011 payment 
SAMS; Customs; quarantine dues; Haj and receipts from 
industries ‘such as Saudi Arabian Airlines, 


Also, I should like to learn the extraordinary re- 
ceipts from loans, The princi receipts of this nature, 
I understand, have been from the Export Import Bank and 
Avamoo. 


Also, there will be miscellaneous amall receipts, 

ihat I should lixe to have is a statement showing the 
receipts from each of these sources, and the total of all 
receipts, for the tod 1568; the year 1569; and for each 
month in the year 1370 to date, 

Thanking you, I am, 


Sincerely yours, 


FINANCIAL ADVISOR 70 
SAUDI ARABIAN GOVERNMENT 


MEMORAN (mM FROM GARRY @yeN 


JEDDAH, SAUDI ARABIA 
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ARABIAN AMERICAN OIL COMPANY 


A CORPORATION 
DHAHRAN 


SAUDI ARABIA 


a a HAWKEY August 24, 1952 


ISTANT TREASURER 








CONFIDENTIAL 





Dr. Arthur N, Young 
c/o United States Embassy 
Jeddah, Saudi Arabia 


Dear Dr. Young: 


Attached is a table showing the mechanics 
of our payments to the Saudi Arab Government and its 
representatives which was requested by Mr. Stacy, 


As you realize, charges denominated in 
pounds go as fae) but paid in dollars ($) or sterling (b) 
are conve at the official exc rates in keeping 
with our agreement made with the Arab Pnabares mg 
in December 1950. 


We will be glad to answer any questions you 
may have concerning this table. 


R, S, HAWKEY 


Original Signed 
R. R. DICKION 





Art. 7 of 1950 
Agreement 


Personal In- 
Come Tax 


Payee 
A/C WinyPin, Jeddah 
n f " 
fn " n 
" tt ” 
" " 
" i " 


SAG Customs Directcr, 
at respoctive ports or 
air ports of entry 


MinyFin Office ,Datman 


LG1 ver 5 tons 


Monthly Cable 
net crude runs 
Onshore royalty « + Cable 
plug 5¢/hb) with 
min, $2,000,000/ 
year 
16.20,000/year July 21 Cable 
Gross tex equals Monthly in- Cable 
50% of net in- stallments 
come befcre U, 5, paid 15th of 
tax month 
£175,000 ea.quart. 10th of Ist. Cable 
mM, 2, 
54 on earnings 15th of mo, Cable 
over SR 20,000/yr. after oa./4 
Variable App.weekly Cheek 
Variable “ Cheek 


$& SR 





or.$1,000,000/yr. 


4h 655,000/eenth | 
# 38,0/ F 


te 
Gre SR 50,000/month 
ea Ay 


Fe). 





FI 
Remagla 
Payments made on pricr month's production, 
May be made in gold, $ or b Stig. 


Since offshore production has not 
begun, the minima is prepaid Oct, 1. 


Payments nay be wade in gold, 


Replaces dincontimed LG billings, 


Includes pers¢tal taxes, of eployoer 
serv, organizations 

Ant, is 7 mom, ave. (Jan, = duly 1952) - 
SR¢s paid aleHasa, $'s in Jeddab 


Paynents to beneficiaries thru 


Ztens Payee 
Workmen's SAG Registrar, Darmam 


Postage Post Master, Al Khobar 
Post Office 


Documentary Local stamp broker 
Iiquor Fees A/C Min,Pin,, Jeddah 


Harbor Pees Port Dir, Ras Tamura & 
SCRR Cash Off, ,Darmam 


Plane Lending Dir, Dhahran Airport 
Fees 
Cables . Dir.) Al Khobar Post 
& Wireless 


Work Permits Min,Fin, Cffice,Danmam 





ARAMCO PAYMENTS 10 SAUDI ARAB GOVERNMENT 
PAYMEN 
Cur 
Rate . Tine Nethod fancy 
lf of gross con- Monthly Check Sf 
tract 
Variable Monthly Check = SR 
Veriable Yonthly Check SR 
SR} — 15/tottle Per Shizmient Check. SR 
"Cr, SR 454/vesse1- Monthly Cash SR 
Max, £1150, Monthy Cheek” SR 
Minn, 311 SQ, 
Extra | 
charge 60 SQ 
& Monthly Check SR 
Saudis £21 per . Begining 
krabie yr,.12 Artie we, Check, SR 
 Greh stamp; oes 


Amount, o 
Equivalent ¥: 


OR.SR 25,000/mpaiiie 


$R 1410 in Sha'bab 


(25 Apr. to 24 May) 










Used for ness ph r 
@ficials, et oy 


' 











Quarantine Fees 


Entrance visas: 
Countries hav-~ 
ing SAG Lega- 


tions 


Countries not 
having SAG 
legations 


Exit Visas 


Reentry Visas 


a. Mos, Multiple 
Journey Visas 


Residence Per- 
nits 


Gun Permits 


Drivers’ licenses 





Payee Rate 


Quarantine Doctor at SR 67-3=0/person 
Ras Tamra, Airpert 

Passport Officer, & 

Al Khobar Passport 

Office 


Sandi Legation in 910 or equiv. 
Gountry where issued 


Point of Fntry landing Fee SR.4 
to 40 


Chief Passport Dir., SR 2-1-0 per visa 
Dhahran Police Dept. 


Chief Passport Dir, of SR 206-0 per visa 
Dhahran Police Dept, 


Airport. Passport Officer OR 40-6.0 per visa 
Alien Control Officer, SR 10 per three 
Police Sta., Dhahran Arabic months 
Police Station SR 1 per Arabic yr, 


Chief Traffic Officer, SR 15 per Arabic 
local police station yoar 


As visa 
issued 


As person 
arrives 


As people 
leave 


As people 
leave 


When due 
When license 


issued 
Renewed be- 


GF Hai 


year 


Cash 


Cash 


SR 





wt Bs gfe shareed 
re reaps ive 


Mainly a 
ews 
To be Sets 
8 fee f 
a 1372 
None 
16 no in last 


